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FOREWORD 



This review was prompted by the adoption of Senate Resolution No. 256 
during the 1968 Regular Session of the California Legislature. This resolu- 
tion requested the Coordinating Council to review and update -he find! g 
and recommendations of an earlier study of Junior Coliege Finite completed 

by the Council in January 1967. In particular, the Council was requested 
to direct its attention to the possibility of the st< ate ^8^ 
responsibility for financing the operating costs of public Junior Coll g 

in California. 

The Council is thus provided with the opportunity of reviewing its 
policies regarding the fiscal needs of the Junior Colleges in light 
(1) recent changes in statutes specifying governance patterns and fiscal 
procedures and (2) additional research and data that havebecomev 
since the 1967 study. As a result of several months of study, the staff is 
suggesting several changes in existing Council policies as well as a number 
of new policies. In keying with the intent of the resolution review and 
policy recommendations are confined to the operating budgets of Junior 
Colleges and exclude capital outlay considerations. 

In order to compare the policy recommendations of this review with 

Council policies that resulted from the 1967 study, t “ e ^®' P ° id 
are detailed in Appendix A, together with a summary of findings contained 

in the earlier study. 

The topic of Junior College finance is quite complex andonly thoroughly 
understood by individuals who have worked for a number °fy®ar.in the ar a. 
Consequently, the format of this report is arranged so that nearly all of 
the technical detail and statistical analyses are contained in the various 
appendices. Those interested primarily in the conclusions . policy ^consid^ 
tions and resulting recommendations may confine their per , . 

Sections I rtrouih VI. Those interested in the statistical and technical 
m Sections i tnro ^f tex t will want to consult the 

detail behind the findings described in tne text wui 

appendices . 

Council staff was assisted in this study by an advisory committee whose 

members represented both higher education and state government in Calx 

The membership of this committee is listed in Appendix B. In addition, 

five individuals from outside California graciously consented to review and 
live individuals iron. of the studv . This effort was undertaken by: 

c! m c! n colvert! a professor and Consultant in Junior College Education, ^niver- 
* * _ „ n-v.Q-j. "Frederick Jr. » President, Corning Community College, 

CorLfg N^ York- Fred^i^ Gliesl Dean of the’college of Education Univer- 

State°Unlverslty°of L’jo^f a^J 

sT s M-jarisr 

Colleges in California. 



i 






Comments and criticism from all of the above individuals contributed 
significantly to the findings, conclusions and recommendations presented 
herein. Needless to say, final responsibility for the document rests with 
the Council staff. Charles McIntyre of the Council staff prepared the 
study. Graduate student assistants Les Jones, William Ward, and Richard 
Wynne aided by performing the statistical calculations 0 



OWEN ALBERT KNORR 
Director 
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WHEREAS , 

WHEREAS , 
RESOLVED, 

RESOLVED, 

RESOLVED, 



COORDINATING COUNCIL 
FOR HIGHER EDUCATION 

Resolution on Junior College Finance 

Senate Resolution No. 256 requests the Coordinating Council to 
review and update the findings and recommendations of its 1967 
study of the financing of California’s public Junior Colleges, 
giving particular attention to the possibility of the state 
assuming responsibility for the total financing of the operating 
costs of the public Junior Colleges; and 

The staff of the Coordinating Council for Higher Education has 
completed review of the 1967 study; now, therefore, be it 

That the Coordinating Council for Higher Education authorizes 
the Director to transmit the Review of Junior College Finance 
(No. 69-2) to the Governor, the Legislature and to the Board 
of Governors of the California Community Colleges; and be it 
further 

That the Coordinating Council for Higher Education advises the 
Legislature that state responsibility for the total financing of 
the operating costs of public Junior Colleges is not warranted, 
given the existing functions and organizational structure of 
the Junior Colleges. An increase in the state general fund share 
of costs is justified, however. The state share could substan- 
tially exceed the 45% originally recommended by the Master Plan 
for Higher Education; and be it further 

That the Coordinating Council for Higher Education advises the 
Governor, the Legislature, and the Board of Governors of the 
California Community Colleges that the following policies for 
financial support of the Junior Colleges are desirable . 

1. Local district boards should have the authority, without 
statutory restrictions, to establish local tax rates in 
support of programs which may not fail within the scope 
of state level financial participation but which are con- 
sistent with the functions of the Junior Colleges. 

2. The Board of Governors of the California Community Colleges 
should annually formulate a systemwide Junior College 
financial proposal for subsequent Executive and Legislative 
review. This financial proposal should be developed on the 
basis of actual and projected systemwide fiscal experience 
without recourse to review of individual district budgets. 
The proposal should include such items as (1) description 
of aggregate expenditures and income in terms of relevant 
price and policy variables, (2) suggested state and local 
sharing ratio, and (3) estimated uniform property tax 

levy required to effect this ratio. 
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3. The present state foundation program should be modified 
in favor of (1) an expenditure measure that accounts for 
those variables most significantly related to costs 
(such as college size, type of curriculum, and emphasis 
on tutorial instruction, guidance and counseling), (2) 
student count based on district of enrollment rather 
than student* s age and district of origin, and (3) a 
mechanism that allows for an accurate estimate of the 
state and local sharing ratio in advance of the fiscal 
year for which it is effective. 

4. State support for non-graded instruction should be 
continued pending complete study of continuing higher 
education in California. 

5. Tuition charges to Junior College students from out-of- 
state should be set to cover the **average teaching 
expense" estimated for the year in which the charge is 
levied . 

6. The Board of Governors of the California Community 
Colleges should review the fee structure for non- 
instructional services in the Junior Colleges, including 
consideration of those fee policies recently adopted by 
the Council with respect to the University of California 
and the California State Colleges. (Counseling is an 
essential aspect of instruction in the Junior Colleges 
and should be funded from the same sources as is the 
instructional program.) 

7. Financial assistance programs for the economically dis- 
advantaged student who may attend a Junior College need 
to be increased in number and amount. These programs 
should be initiated and administered by local districts 
under general guidelines established by the Board of 
Governors of the California Community Colleges. State 
financial participation should be provided in the form 
of support for specific programs proposed by districts. 

8. Local districts should be authorized to use public funds 
for (1) matching federal grants and loans to students 
and (2) for purposes of scholarships, grants, loans, 
and other forms of student financial assistance. 

9. The statute limiting teacher salary costs to not less 
than 50% of the total current expense of education 
should be repealed or otherwise modified so as to pro- 
vide districts greater flexibility to conduct student- 
oriented services of a non-classroom nature. 

10. Efforts to implement a program structure for describing 
Junior College expenditures should be continued. 



o 



Adopted 

February 4, 1969 
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SECTION I 



INTRODUCTION, SUMMARY, AND RECOMMENDATIONS 



Criteria 

Existing Council policies on Junior College financing are con- 
tained in resolutions adopted in January, 1967 (see Appendix A) . 

This study assesses the need for modifications in these recommendations 
and in addition, examines the possibility of total state financing o 
Junior College operating costs as requested by Senate Resolution No. 

In the 1967 Council study of Junior College finance, the general ob- 
jective was to derive a state-local fiscal relationship for financing 
Junior Colleges that best satisfied five general criteria judged by the 
study group to be relevant to the problems examined. 

These criteria have been modified on the basis of review and comment 
by both the study advisory committee (membership listed in Appendix B) 
and the several out-of-state consultants who consented to assist in this 
study. The following five criteria, therefore, are used throughout this 
study to evaluate existing and suggested policies in Junior College 
financing. 

Criterion 1 . Revenues to support the operation of Junior Colleges 
should be derived on an equitable basis taking into account 
ability-to-pay and, to the extent appropriate, benefits 
received. 

Criterion 2 . Junior College fiscal policies should encourage 
tLi optimum utilization of available resources. 

Criterion 3. Junior College fiscal policies should afford 

maximum flexibility for educational and operational needs 
at the local level and also reflect broad state edu- 
cational objectives and policies. 

Criterion 4 . Junior College fiscal policies should be defined 
as simply and concisely as possible and be sufficiently 
stable to encourage long-range educational planning; all 
implications of proposed changes or adjustments should 
be easily identified. 

Criterion 5. Junior College fiscal policies should afford the ^ 

~ opportunity for Junior College education to all individuals 
within the state who may profit from such education. 
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Assumptions 

The following assumptions are employed throughout this study: 



( 1 ) 



no tuition (as distinct from fees) will be charged to 
Junior College students who are from within Jalifom a 
and who are classified as other-than-adults. 



(2) federal funds for general expenditures in Junior Colleges 
will continue at approximately the same levels as in the 
past few years, and 

(3) sources of state and local support (general fund and 
local property tax) for Junior Colleges will remain 

largely unchanged. 



With slight modification, these assumptions are similar to thos 
used in the 1967 study. (One assumption regarding adequacy of 
absolute expenditure level during 1963-64 has been deleted.) 



The assumption regarding tuition is designed to exclude from tl^ 
study a topic which woul l be more appropriately discussed elsew 
would include the four-year public segments as well. 



A continuation of the existing state and local tax will 

appears to be more realistic than the converse; i.e., that ther ® ^il 
be significant modification. If the latter does oconracsomefuture 
date, however, a number of the conclusions and projections of th 
study would require modification. Thus, while there may ® 
away from property to other more appropriate measures of wealth, the 
recommendations and conclusions of this review are made on the 
assumption that property will continue to be a significant basis 

taxation in California. 



Finally, while there have been discussions in recent years con 
cerning general federal assistance for current operatlonsinJun 
Colleges, there is currently no evidence that such funding will b 
available in the near future. 



Summary 

The primary emphasis of this study was to review the 1967 Council 
study and consider total state financing of the Junior CoHeges. 1 
addition, utilizing data and research not available at the ttae of the 
earlier study, the staff sought to extend the review into certain 
relevant areas not previously treated. 



'‘’Students who are 21 years-of-age or over and enrolled for less 
than 10 class hours per week are defined as adults. 
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Section IT. describes the various objectives for which funds are 
budgeted in the Junior Colleges. In addition, variations in expendi- 
tures between districts are also examined. Following this, the several 
sources of income that are (and might be) used in support of Junior 
College operations are described in Section III. The particular 
question of state responsibility for the total financing of operating 
costs of Junior Colleges is explored in this section. Section IV 
describes and analyzes the existing "state foundation program which 
is used to allocate state funds among Junior College districts. A 
description of the local Junior College budget process is contained 
in Section V. Finally, program variation and the accessibility of 
Junior Colleges to students are examined in Section VI under the 
title "equal educational opportunity." Previous Council policies, 
technical financial detail, and statistical analyses are all contained 

in the Appendices. 

The major conclusions of each of the sections are summarized 
in the following. 



Section II - Expenditures 



The findings of Section II indicate that the state foundation 
amount, as currently specified for measuring unit expenditures and 
allocating state funds among Junior College districts, should be 
modified. Current funding distinctions for age and geographical origin 
of student are unrelated to costs. Further, the distinction for size 
of district (below 1,000 students) is not sufficiently accurate. 

An alternative expenditure model is suggested which would include 
indexes measuring (1) student equivalents on the basis of district ot 
enrollment, (2) type of curriculum (emphasis between liberal arts an 
technical-vocational courses), (3) average college size in a district, 

(4) emphasis on guidance and counseling, and (5) emphasis on remedial 
and tutorial instruction. An empirical test of the model indicates 
that it explains a significant amount of the variation in local district 
expenditures. A model of the general type, with refinement by the 
Board of Governors of the California Community Colleges, could be a 
useful tool both for (1) estimating systemwide expenditure requirements 
and (2) allocating state funds among districts. The results estimated 
for this alternative model conform substantially more to the criteria 
established for this review than do the results from use of the existing 

f ounda t ion amount • 
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Section III - Sources of Support 



o 



A substantial increase in the state share of Junior College 
operating expenditures is consistent with the criteria employed in 
this review. This higher state share may be justified on the basis 
of (1) more equalization of local financial ability among districts 
and (2) deriving the support of Junior Colleges from taxpayers on a 
more equitable basis. There is no apparent basis for pegging the 
state share at 45%, however. State general fund costs cf alternative 
sharing ratios are estimated in Appendix E. 



State responsibility for the total operating costs of the Junior 
Colleges Is not warranted. In order that the local district board be 
capable of responding to community needs (the essence of local control) , 
such boards must have the ability to suuport, from local sources, 
supplementary or other programs which may not be recognized in s^nte- 
wide budget considerations. Total state support would require solj 
central review of individual district budgets by the Board of Governors 
of the California Community Colleges, an impractical procedure. In 
addition, community service expenditures are oriented primarily to 
the local district area and may, therefore, justify local financial 
support. 



In order to achieve a greater degree of tax equity and equalisation 
of district financial ability, the local share of any expenditures which 
are determined on a systemwide basis should be derived from a uniform 
property tax levied against assessed valuation throughout tae sta*.e in 
bo?h non-d?strict and district areas. (The resolution adopted by the 
Council does not include the uniform property tax as recommended.) 



State support of non-graded instruction should continue, pending 
complete review of adult and continuing education in all levels o 
secondary and higher education, and subsequent determination of the 
appropriate state, local, and private responsibilities for financing 

such programs. 



Tuition to out-of-state Junior College students should be set to 
cover the average teaching expense as recommended by the Master JP lan . fo r 
H igher Education . The charge should be based, however, upon costs 
estimated for the same year for which the charge is levied, rather than 
that teaching expense reported two years earlier (the current practice) . 

The Board of Governors should review the existing fee structure for 
non- instructional services in the Junior College, including consideration 
of the possible desirability of conforming such fee policies to those 
recently adopted by the Council for the University and State Colleges 
(see Appendix F) . Appropriate note should be taken of the different 
philosophical and procedural bases for student fees in the Junior Colleges. 
For example, counseling is an essential aspect of instruction in the Junior 
Colleges and should be funded from the same sources as is the instructional 
program. Further, if changes were to be made that increased the level of 
such fees, appropriate fee waiver or student financial assistance policies 
for the economically disadvantaged would be necessary. 
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Section IV - Financing Methods 



Evidence examined in this section indicates that the existing 
"foundation program" is not effective in equalizing differences in 
local financial ability among Junior College districts. In addition, 
the instrument has not been adjusted with sufficient frequency to meet 
annual changes in the expenditure requirements of the Junior Colleges. 

Modifications in the foundation program are suggested including 
(1) elimination of the provision for state basic aid, (2) modification 
of the foundation amount in favor of a budget model such as that 
suggested in Section II which would be reviewed and revised annually, 
(3) student count based upon district of enrollment rather than age 
or district origin, and (4) elimination of the computational tax in 
favor of the use of a uniform property tax levied throughout the state 
according to the discussion in Section III. 

Possible results of the suggested modifications are explored in 
Appendix C and found to be consistent with the criteria used in this 
study. The results of the existing foundation program are not con- 
sistent with these same criteria. 



Section V - Budget Process 



There is an indicated need for review and analysis of systemwide 
Junior College expenditures by state-level decision-making authorities. 
Also, there is a need for a more timely consideration of district 
budgets by local boards based upon improved information. In effect, 
the financing of Junior Colleges needs to be removed from the public 
school finance framework and treated in a manner similar to that of the 
other segments of higher education in California. Further, if local 
boards are to be responsive to the educational needs and preferences 
of the local community, the boards must have the flexibility to derive 
local public revenues without statutory restrictions. 

Several specific points are suggested: 

1. Adjustment in the timing of the budget cycles for local 
districts in order to relate information better to local fiscal 
decisions. 



2. Continued efforts to implement a program structure for 
describing Junior College budget requirements. 



Under existing statutes, local boards will have 
set tax rates without statutory restriction beginning 



the authority to 
in 1S71. 
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3. Local board authority to set tax rates (without statutory 
restrictions) in support of programs that may not fall within the 
scope of state-level participation, but which are consistent with 
the functions of the Junior Colleges. 

4. Review, analysis, and formulation by the Board of Governors 
of a systemwide Junior College financial proposal describing aggre- 
gate expenditures in terms of relevant price and policy variables. 

In proposing this systemwide budget to both Executive and Legislative 
branches of state government the Board of Governors would suggest 
a state and local sharing ratio and the necessary uniform statewide 
property tax required to effect this ratio. 



Section VI - Equality of Opportunity 



To provide equality of opportunity it is necessary to insure that 
geographic and socio-economic factors do not prevent potential students 
from attending the Junior Colleges. Findings indicate that to accomplish 
such objectives requires investment in programs of financial aid for the 
economically disadvantaged, transportation or residence assistance for 
those who may be geographically disadvantaged, and remediation and guidance 
for the academically and socially disadvantaged. 

At the same time, it would appear desirable to avoid the establish- 
ment of numerous small Junior College campuses in the development of 
additional capacity to accommodate future enrollment increases. (A 
general policy of this nature would, of course, be subject to exceptions 
for unique local conditions such as restricted sites or construction 
constraints.) Evidence indicates that such small campus centers require 
greater capital investment per student than do larger colleges and can 
offer programs comparable to the larger colleges only with much higher 
operating expenditures per student. 

Expenditure variations which may arise in those districts with 
higher- than-average numbers of socially and academically disadvantaged 
students may be accounted for in the general budget consideration. To 
do so, the budget analysis must encompass variables describing those 
costs for tutorial instruction, remediation, counseling, and guidance 
which may be considerably higher in some districts than in others. Such 
information is not currently available and should be included as an 
integral part of any program budget structure that may be developed. 

Financial assistance programs for the economically disadvantaged student 
who may attend a Junior College need to be increased in number and 
amount. These programs should be initiated and administered by local 



1 Ibid. 
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districts with the consultation and concurrence of the Board of 
Governors. State financial participation should be provided in the 
form of support for specific programs proposed by districts. For 
effective administration, the Board of Governors should develop broad 
guidelines to which such financial aid programs would generally 
conform. 

To provide for local participation in financial aid programs, 
Junior College districts should have the legal authority to use public 
funds (1) for matching federal grants and loans to students and 
(2) to grant scholarships and other financial aids to students which 
do not necessarily require a service to be rendered in return. 

Finally, the statute setting teacher salary costs at not less than 
50% of the total current expense of education should be repealed or 
otherwise modified so as to provide districts greater flexibility to 
conduct student-oriented services ofl a non-classroom nature. 
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Recommendations 



On the basis of the conclusions resulting from this review, 
it is recommended that the Council adopt the following policies 
with respect to the financing of Junior Colleges . Some of the 
policies would change existing Council policy, while others would 
confirm existing Council policy. A third category of these recom- 
mendations are those that would, if adopted, constitute new Council 
policy . 



1. State responsibility for the total financing of the operating 
costs of public Junior Colleges is not warranted, given the existing 
functions and organizational structure of the Junior Colleges. An 
increase in the state general fund share of Junior Colleges operating 
costs is justified, however. The state share could substantially 
exceed the 45% originally recommended by the Master Plan for Higher 
Education . 

2. The local share of Junior College expenditures estimated 

in state level budget considerations should be derived from a uniform 
property tax levied on both district and non— district areas throughout 
the state. (The resolution adopted by the Council does not include 
the uniform property tax as recommended.) 

3. Local district boards should have the authority, without 
statutory restrictions, to establish local tax rates in support of 
programs which may not fall within the scope of state level financial 
participation but which are consistent with the functions of the Junior 
Colleges. 1 

4. The Board of Governors of the California Community Colleges 
should annually formulate a systemwide Junior College financial pro- 
prosal for subsequent Executive and Legislative review. This financial 
proposal should be developed on the basis of actual and pro 3 ected 
systemwide fiscal experience without recourse to review of individual 
district budgets. The proposal should include such items as (1) descrip' 
tion of aggregate expenditures and income in terms of relevant price and 
policy variables, (2) suggested state and local sharing ratio, and 

(3) estimated uniform property tax levy required to effect this ratio. 

5. The present state foundation program should be modified 
in favor of (1) an expenditure measure that accounts for those 
variables most significantly related to costs (such as college size, 
type of curriculum, and emphasis on tutorial instruction, guidance 



^Under existing statutes, local boards will have the authority to 
set tax rates without statutory restriction beginning in 1971. 
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and counseling), (2) student count based on district of enrollment 
rather than student’s age and district of origin, and (3) a mechanism 
that allows for an accurate estimate of the state and local sharing 
ratio in advance of the fiscal year for which it is effective* 

6. State support for non-graded instruction should be continued 
pending complete study of continuing higher education in California. 

7. Tuition charges to Junior College students from out-of-state 
should be set to cover the "average teaching expense" estimated for 
the year in which the charge is levied. 

8. The Board of Governors of the California Community Colleges 
should review the fee structure for non— instructional services in the 
Junior Colleges, including consideration of those fee policies recently 
adopted by the Council with respect to the University of California 
and California State Colleges. ^ 

9. Financial assistance programs for the economically dis- 
advantaged student who may attend a Junior College need to be increased 
in number and amount. These programs should be initiated and admini- 
stered by local districts under general guidelines established by the 
Board of Governors of the California Community Colleges. State 
financial participation should be provided in the form of support for 
specific programs proposed by districts. 

10. Local districts should be authorized to use public funds for 
(1) matching federal grants and loans to students and (2) for purposes 
of scholarships, grants, loans, and other forms of student financial 

assistance. 

11. The statute limiting teacher salary costs to not less than 50% 
of the total current expense of education should be repealed or other- 
wise modified so as to provide districts greater flexibility to conduct 
student-oriented services of a non-classroom nature. 

12. Efforts to implement a program structure for describing 
Junior College expenditures should be continued. 



^-Counseling is an essential aspect of instruction in the Junior Colleges 
and should be funded from the same sources as is the instructional program. 



SECTION II 



EXPENDITURES 



Expenditure patterns for Junior Colleges may be examined in several 
ways: according to the objectives and functions which constitute the 

college program; variation in total unit expenditures as reported by 
different districts during the same year; and the trend in both current 
and price-adjusted expenditure levels over a period of years. 

The several broad objectives which Junior Colleges explicitly pursue 
are (1) preparation for transfer to four-year institutions, (2) occupational 
training, (3) adult and continuing education, and (4) community services. 

An individual who has as his purpose two years of technical training lead- 
ing to employment may accomplish this goal by taking liberal ar **® courses 
in addition to the necessary technical-vocational instruction. During 
his attendance, he will likely make use of the college’s guidance and 
counseling services. Conceivably he might take a number of non-graded 
’’classes for adults" as well. Thus, the means by which the above objec- 
tives are pursued may be described by the following general functions: 

(1) graded instruction in the liberal arts, (2) graded instruction in 
technical-vocational subjects, (3) non-graded instruction, (4) guidance, 
counseling, and remedial instruction, and (5) community service programs. 
The individual student typically takes part in one or more of these 
activities during his attendance at a Junior College. 

The costs of pursuing the above objectives cannot be identified due 
to the fact that Junior College accounting categories are not specified 
in such terms. In addition, it is possible to estimate costs for on y 
certain of the functions described. The following estimates are based 
upon data available for the 1963-64 fiscal year [5, 7]#* 



The above table indicates that expenditures for the functions vary 
considerably from one another. Liberal arts courses are, on the average, 
significantly less expensive than are the technical-vocational courses. 



Expenditure 

per 

Student 



Total 

Expenditures 

($000’s) 



Graded Instruction 



$ 581 
(535) 

(699) 

422 

(included in 



$136,485 



Liberal Arts 



Technica 1-Vocat ional 
Non-graded Instruction 
Guidance, Counseling, Remediation 
Community Services 



above) 



4,629 



2,482 



$143,596 




(Findings of the 1967 Council study, contained in Appendix A, suggest 
this is due primarily to the larger average class sizes characterisuic^ 
of the liberal arts.) It is, therefore, expected that the occupational 
objective is more expensive on a per student basis than is the transfer 
objective. Non-graded (non-credit) instruction is the least expensive 
type, owing primarily to the fact that most non-graded classes are held 
during the evening and are taught by instructors who are paid hourly 
rates which are less than salaries paid regular day-time faculty for 
equivalent work. 

Few Junior Colleges are able to estimate with accuracy the cost of 
achieving the different broad objectives, much less the cost of educating 
students in individual subject field areas. Implications of this inform- 
ation deficiency are discussed further in Section V. 



Variation in College Expenditures 

Findings discussed in Appendix C indicate that variation in expendi- 
tures per student among Junior College districts is related primarily to 
local financial ability (expressed in terms of assessed valuation per 
student) and the district’s student: faculty ratio. The student : faculty 
ratio in turn is related primarily to college size, course sectioning 
policies, the predominant kinds of curricula offered at the particular 
college, and to a limited extent, general faculty workload policies. 

It is difficult to isolate possible "size-cost" relationships in 
the Junior College data since variables describing size, financial 
ability, and range of curriculum offered are all highly interrelated. 
Findings in Appendices C and D do indicate, however, that there are 
statistically significant scale-economies in the operation of Junior 
Colleges, the size-cost relationship being especially pronounced within 
the range from zero to approximately 5,000-6,000 students. 

As noted above, local financial ability is highly related to unit 
expenditure levels. State .aid per student is of less significance, anu 
the level of the local tax rate appears to be totally unrelated to 
expenditure variation. 

Trends in Systemwide Expenditures 

Variations from year to year in the constant expenditures charac- 
teristic of the Junior College system are also of considerable importance 
An index of such expenditures may be constructed by adjusting reported 
expenditures for the annual increases that occur in the "price" of the 
Junior College operation, i.e., faculty salaries, equipment, supplies, 
and other objects. The analysis in Appendix E indicates that the 
systemwide Junior College budget level as measured in expenditures per 
student has shown a decline over the past 16 years when price adjust- ^ 
ments are taken into account. The following growth rates are estim~-c.Cu 
to have taken place with the Junior College system during the years 
1951 through 1967: 
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Actual current expenditures per student 
Price component 
Constant expenditure component 

Local district financial ability is the most significant of those 
variables which may relate to year to year changes in the system-wide 
expenditure level. Analysis indicates also that changes in the level 
of the statewide "foundation amount" (the expenditure measure now used 
to allocate state funds to individual districts) and local district tax 
rates are only moderately related to expenditure level changes. 

Changes in both average district size and the student: faculty ratio 
appear highly related to changes in the constant (price adjusted) level 
of expenditures per student for the system. The student: faculty ratio 
increased significantly over the period 1951 to 1967. The results suggest 
that any budgeting for new program augmentation during this period may 
have been at the expense of existing programs. 

Measurement of Expenditure Requirements 

Existing methods of allocating state funds make use of a "founda- 
tion amount" to measure average expenditures per student throughout 
the Junior College system. (See Section III for discussion of the 
financing method.) This amount is specified by statute and adjustea 
only periodically by Legislative action. Consequently, the amount 
typically lags behind the average expenditure per student reported for 
the system. For example, the foundation amount is currently set at $628 
per "non-adult" and $510 per "adult" enrolled. In contrast, systemwide 
expenditures for 1968-69 are estimated at $777 per student. 

As a consequence of the age distinction, the foundation amount 
provides a smaller state appropriation for "defined adults," than for 
"non-adults." This is based, presumably, upon an assumption that the 
state should support "adults" at a rate lower than that for "non-adults," 
There is also the notion that the defined adult normally enrolls in less 
expensive non-graded instruction. This is not currently the case, 
however, since there are four adults taking graded instruction for every 
one adult recorded in non-graded classes. During 1965-66, for example, 
only 15,000 of the 59,000 ADA (average daily attendance) of adults were 
reported in non-graded instruction. 

The foundation amount is also dependent upon district size, but 
only for districts below 1,000 ADA. All districts in excess of 1,000 
ADA are treated similarly in the allocation of state funds. In contrast 



Annual 
Growth Rate 

3.62% 

4.57 

-0.95 



1 Students who are 21 years-of-age or over and are enrolled for less 
than 10 class hours per week are defined as "adults." All others are 
"non-adults." 









■'.***3? 



mr:^ " ' ■ 

l 



? 



i 



( 



II-4 



to such practice, findings in Appendix D indicate that expenditures and 
size are related over a broader range of college sizes than just the 
"zero to 1,000 ADA" portion. 

Modifications in the foundation amount are indicated. A budget 
model designed to be sensitive to the factors which appear to be rele- 
vant to variations in local expenditures is explored in Appendix C. 

This model specifies expenditures per student to be a function of: 

(1) type of curriculum (emphasis between liberal arts and 

technical-vocational courses), 

(2) average college size in a district, 

(3) emphasis on guidance and counseling, and 

(4) emphasis on remedial and tutorial instruction. 

This model is examined for purposes of state-level estimation of 
Junior College expenditures. As a result, a variable describing Com- 
munity Services, primarily local in orientation and locally funded, is 
not included. 

An empirical test discloses that this model explains a significant 
amount (approximately one-half) of the variation in local district 
expenditures. Better prediction is obtained when certain financial 
variables such as local financial ability are added to the function. 

This is due to the fact that variations in district financial ability 
have, in the past, been a significant cause of variations in d ^ s 5 ri , c 5i_.^. 
expenditure levels. It does no, suggest, however, that financial ability 
should be a significant determinant of expenditure levels. Indeed, the 
concept of financial equalization among districts is to render such 
variations in local financial ability insignificant. Therefore, certain 
variables which may have been significantly related to expenditure levels 
in the past are not appropriate for inclusion in the model. 

A model of this general type, with appropriate refinement by the 
Board of Governors of the California Community Colleges, could be a 
useful tool both for (1) estimating systemwide expenditure requirements 
and (2) allocating state funds among districts. 

Conclusions 

The findings of Section II indicate that the state foundation amount, 
as currently specified for measuring unit expenditures and allocating 
state funds among Junior College districts, should be modified. Current 
funding distinctions for age and geographical origin of student are 
unrelated to costs. Further, the distinction for size of district (below 
1,000 students) is not sufficiently accurate. 
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An alternative expenditure model is suggested Which “^ s 

indexes measuring (1) type of '“?*($)“ verag/college size in a district, 
anH t-^rhn’Lcal— vocational courses) * aver g & - , 1 

it explains a significant “^o^the^ariatio^ x^local^ ^ ^ 

Board of “Governors of the California Community ^^^^“^quirements 
useful tool both for (1) estimating systemwide expenditure requirement 
and^ ( 2 ) '"allocating state funds among districts The results estimated 
for this alternative model conform substantially more to ^criteria 
established for this review than do the results from use of the existing 

foundation amount • 



SECTION III 



SOURCES OF SUPPORT 



This section reviews the various sources utilized in the 
financial support of California public Junior Colleges and examines 
in particular the question of state and local sharing and the possi- 
bility of the state assuming responsibility for the total financing 
of the operating costs of the Junior Colleges. 

Public education traditionally has been supported primarily by 
taxes. This pattern is still characteristic of support at the 
elementary and secondary levels. In public higher education, however, 
there has been a tendency in recent years to charge the student an 
increasing portion of the cost of his education, presumably in 
recognition of the private benefits which accrue to the individual 
from this education. While this implies some shift away from 
emphasis on the ability-to-pay concept, increasing interest in 
student financial aids, especially in the case of socio-economically 
disadvantaged students, indicates that the practical ability of the 
individual student and his family to finance the costs of education 
is still of major concern. 

Criterion 1 provides a frame of reference for the consideration 
of the several income sources that are (or might be) utilized in 
support of California public Junior Colleges. 

Criterion 1 » Revenues to support the operation of Junior 

Colleges should be derived on an equitable basis taking 
into account ability-to-pay and to the extent appro- 
priate, benefits received. 

The "benefits received" aspect of Criterion 1 implies measurement 
of both the private and social (or public) benefits of the Junior 
College program and identification of the primary recipients of such 
benefits. The private benefits which accrue to an individual from a 
Junior College education are usually measured in terms of the expected 
future stream of additional income and the additional social and 
intellectual amenities which are due to the added education. The 
question of private benefits is not specifically treated in this review. 

The benefits resulting from Junior College education may also be 
measured in terms of their social impact. Several categories of social 
benefits may be cited: (1) the general increase in human capital, 

(2) decreased requirements for certain public services along with 
increased tax paying ability, (3) new knowledge derived from research 
that is incidental to the main purpose of the instructional program, 

(A) increased social mobility (i.e., equality of opportunity), (5) the 
indirect effect upon an area’s income due to the increased industrial 
activity, (6) improved political process, and (7) increased cultural 
attainment. Satisfactory empirical measurement of most of these 
social benefits is difficult. 
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The social benefits resulting from the program at a specific 
Junior College are doubtless dispersed far beyond the geographical 
boundaries of the district in which that college is located. While 
there is considerable local social benefit accruing from the presence 
of a Junior College (note specifically the apprentice and community 
service programs) , the current mobility of individuals suggest that 
the citizenry of Los Angeles may benefit at some time from the edu- 
cation of a student at Shasta College, for example. Beyond such 
generalizations, there is very little specific that can be said 
regarding the identification of those who benefit from Junior College 
programs . 

The balance of this section addresses the following: (1) the 

existing patterns of support for public Junior Colleges in California 
and elsewhere in the nation, (2) identification of the burden of 
Junior College financial support upon various localities and tax- 
paying units within California, and (3) the specific question of 
appropriate state and local sharing of Junior College operating costs. 



Student Charges 

There are no student charges for instruction of "non-adults" 
attending Junior Colleges in California. Adults, however, may be 
charged fees for instruction taken in either regular graded 
(i.e., given for credit) or non-graded "classes for adults." Previous 
Council research indicated that less than half the Junior Colleges in 
California charged adults fees of any kind during 1964-65 [5]. In a 
more recent year, 1966-67, expenditures for non-graded "classes for 
adults" totaled $8.5 million to which "adults" contributed $356,696 in 
fees or approximately 4% of cost. (Adults also paid $556,000 in fees 
for instruction in graded classes.) 

This does not, however, suggest that a much greater portion of 
the cost of non-graded instruction in the Junior Colleges should 
necessarily be supported by user fees as is the case for extension 
instruction in the University and State Colleges. Nor does it 
necessarily follow that the state should refrain from providing 
financial support for non-graded instruction conducted in the Junior 
Colleges. The specific concern centers around the individual who 
enrolls in the non-graded course without specific purpose. It is 
not certain that any significant social benefit results from such 
instruction. The term non-graded, however, is not a good measure of 
this situation. For example, the "adult" or "non-adult", engaged in 
a transfer program with a bachelor’s degree as his ultimate goal, 
may enroll in certain non-graded courses. The results of this 
instruction may ultimately be translated into one or more of the 
social benefits described above and possibly justify public financial 
support rather than user or tuition charges. The issue is not clear, 
however. Social benefit may also be derived from non-graded instruction 
of the individual whose goal is not nearly as specific as that of the 
student who intends to transfer to a four-year institution. 



III-3 



A complete review of adult and continuing education in the three 
segments of higher education and secondary schools is needed. A study 
of this type is beyond the scope of a review of Junior College finance. 
Until such a study is undertaken, however, it is suggested that state 
and local public support of non-^graded instruction in the Junior Colleges 
continue. The elimination of this support would likely result in 
curtailment of a number of non— graded courses that do provide social 
benefits, particularly to the local constituency of the colleges. 

Junior Colleges are permitted by law to charge fees for the non- 
instructional services of parking and health service. Evidence 
indicates that relatively few colleges actually do so. [5]. Health 
service expenditures for all districts totaled $832,000 during 1966-67, 
an average of less than $3 per student. Parking expenditures for the 
colleges are unknown. 

With the exception of counseling and guidance, the overall extent 
of non-instructional services provided for Junior College students is 
substantially below that of either the University or State Colleges. 
Nevertheless , in view of the virtual absence of student fees in the 
Junior Colleges, there is a need for an examination of the financial 
support for non-instructional services in the Junior Colleges. Such 
an examination might veil consider the adoption of all or part of the 
fee policy adopted by the Council at its October 1968 meeting (see 
Appendix F) . Particular attention should be paid to the differences 
in objectives of counseling and guidance and differing student 
characteristics in the two-year colleges as contrasted to the four-year 
institutions. Note, however, that increased fees of any sort should 
be accompanied by fee waivers and/or financial assistance policies for 
those students unable to meet the added cost obligations. (See fur the*; 
discussion of this point in Section VI.) 

An additional source of revenue from student charges is the out-of~ ^ 
state tuition fee. The California Master Plan for High er Education (I960; 
recommended that students who were residents of other states would pay 
tuition "sufficient to cover not less than the state's contribution to the 
average teaching expense per student.” The Plan went further to define 
average teaching expense ar rncom pas sing those faculty salaries, clerical 
salaries, supplies, equipment, and organized activities related to 
teaching. Both the University and State Colleges currently follow this 
r ecommendat ion . 

Students attending California Junior Colleges from out-of-state are 
scheduled to pay $12.50 per semester unit in 1968-69 or the equivalent 
of $375 for a full-time-equivalent student attending for the school year. 
These charges are based upon costs similar to the “average teaching 
expense,” but are measured by the actual costs reported two years prior 
to the year in which the rates are to be effective. Charges based upon 
estimates of current costs would seem to be more reasonable. (The 
portion of total cost that might be expected of the non-resident in all 
segments is the subject of another Council study to be completed in 19c- 9 , ) 



The funding of Junior Colleges elsewhere in the nation was 
examined in a recent Council study [8]. Findings indicated a slight 
national trend toward greater use of student charges (tuition and 
fees) for support of Junior Colleges during the past decade. During 
1965-66, student charges accounted for 24% of educational and general 
income reported by 278 Junior Colleges in 36 states other than Cali- 
fornia. In California, student charges amounted to 2% of Junior College 
income during the same year. 



Federal Income 



The relative share of Junior College income derived from federal 
programs has increased gradually during recent years. This share 
amounted to nearly 5% during the 1966-67 fiscal year. Most of the 
federal funds are earmarked for specific purposes, such as vocational 
education, work-study programs, student loans, language laboratories, 
etc. Only funds received from "impacted area aid," (P.L. 874) and 
Forest Reserve funds may be used for general purposes in the college. 

The systemwide total for the latter two programs was $2.2 million 
during 1966-67. 

Nationally, federal support for Junior Colleges increased from 
$.8 million in 1957-58 to more than $22 million in 1965-66. Junior 
College systems in other states reported an average federal "share" 
that was nearly identical to that reported in California during 
1965-66. The absence of a significant federal grant program for 
general, rather than specific, purposes rules out this source as a 
significant element in the fiscal planning for the general instructional 
program in the colleges. 



State and Local Shares 



The Council position on state support taken after consideration of 
the 1967 study reaffirmed the Master Plan recommendation that the state, 
support 45% of Junior College expenditures (but by 1970, rather than 
1975 as suggested in the Maste r Plan) . Senate Resolution 256 which 
called for this review specifically requests an evaluation of the 
"state assuming total responsibility for the total financing of the 
operating costs of the public Junior Colleges." 

The state "share" of current instructional expenditures has 
increased from approximately 29% to 32% over the past 16 years; but 
is still much below the "recommended" amount. The basis for such an 
amount is presumably to insure adequate total funding in conjunction 
with the foundation method of financing. In the final analysis, the 
"appropriate" state and local sharing ratio is a decision that must 
be based largely upon "value judgments" governed by the desire to attain 
certain goals, rather than upon "factual judgments" which relate to 
empirical alternatives. Several of the more pertinent considerations 
with respect to "sharing" policies follow. 
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Recent national trends in the income sources for public two-year 
colleges have been away from local government funding and toward other 
sources, primarily state government appropriations. The California 
pattern of 11 1/3 state - 2 /? local support’* is not reflective of current 
practice elsewhere in the nation. In 1965-66 data examined for 36 
states, the state government role was found to be predominant, account- 
ing for 43% of educational and general income [8]. The local share for 
these same states averaged 26%. In 14 of the 36 states, income from 
state government accounted for more than one-half of instructional 
expenditures. Only six states reported public two-year colleges oper- 
ating without any income from the state government while two other 
states indicated that less than 1% of income is derived from state 
government . 

In six states Junior College systems relied completely upon state 
government appropriations, supplemented by student fees and federal 
funds. Notably, several of these situations represented systems of 
technological schools which were under state control. However, there 
was no reported instance of 100% state funding for the comprehensive 
two-year community college. 

Considerations of ’’tax equity” may also figure prominently in the 
determination of appropriate state and local sharing. The equity concept 
is implied in the "ability-to-pay" aspect of Criterion 1. 

Determinations of equity in taxation are based, in part, upon the 
effective percentage that the tax represents of a person’s personal 
income, otherwise known as the rate of incidence. Many studies of tax 
incidence group individuals according to successive income levels, 
then determine the rate of incidence for each level. The incidence 
of those taxes which support California Junior Colleges has been 
examined in at least two studies done in recent years for the California 
Legislature [2,4]. 

As commonly postulated in taxation theory, the property tax is found 
to be distinctly regressive, i.e., it imposes a higher effective rate 
upon those individuals with low income than upon those with higher 
incomes. The net incidence of those taxes comprising the state general 
fund (mostly personal income and sales taxes) was nearly proportional, 
i.e., the same effective rate upon all income levels. Since the local 
property tax comprises approximately two-thirds of the Junior Colleges 
income and the state general fund only one- third, the composite of state 
and local taxes used to support California Junior Colleges is regressive. 
This result contradicts Criterion 1 where equity of contribution on the 
basis of ability-to-pay would imply that, at the minimum, the effective 
tax rates paid should be the same regardless of income level. 
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Note, however, that nearly one-third of all property tax assess- 
ments in California are upon utilities, private corporations, and 
various commercial concerns, rather than upon owners of resident! 
property (the group for whom the abov. incidence analyses were con 
ducted)! The effective incidence, therefore, depends largely upon the 
extent to which various firms are able to shift P ro P e ^tytax ^oss 
forward to the purchasers of goods and services or bad toards to st, ock 
holders. The multiplicity of industrial situations in California 

prevents any definitive conclusion with respect s "= h College 

although there is the suggestion that the incidence of Junior 
support may be somewhat less regressive than the available tax analyses 

would initially indicate. 

Another, less objective, method of analyzing * 

review of taxpayer acceptance of particular taxes. While t 
satisfactory method of measuring reaction to State genera un , 

ration to local property taxes for Junior Colleges may be assessed 
by the successes and failures of local bond and tax override elections. 
Research indicates a significant trend toward fewer successes in such 
elections, especially during the past two years (see Appendix E^. Thi.. 
would appear to rep/esent growing voter disapproval oftheproperty tax 
as a means of financing Junior College expenditures. £“;j£ S froin 
approval of the specific programs to be supported by the P roc ®®<“ 
such bonds or tax overrides may also be a factor in these res 

The tax equity or ability-to-pay question is also observed in the 
difference in Junior College tax rates for individuals residing 
Junior College districts as opposed to those residing in non-distric 
areas! During 1966-67 the total Junior College tax rate 

rate'upon p^efg no! C organized districts 

i rartsss: 

“t distributed*^ described above, such geographical differentials 
in tax rates are not consonant with Criterion 

These findings suggest the need for more uniformity in 
tax levies throughout the state in order to approach equity in tax 
incidence. One means of accomplishing greater ^ 

uniform property tax levy throughout the state for Junior ,olle 0 

purposes. 

Equalization of the wide variations in ^Ue^^^di- 

- Mn reauires that a substantial portion of Junior College expend 
!refbe S « a statewide basis. Normally, this signifies a 

accSplished^in e part^by^a S uniform^property*'tax^stat^ideJ IIl ^In the latter 

be as much a consequence of the reiativ- sc 
results . 
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Another important aspect of the sharing discussion relates to the 
concept of "local control." It is often argued that as the state share 
increases there is a corresponding decrease in the decision-making 
responsibility of the local Junior College board. This argument seems 
valid for state shares which equal or nearly equal 100% (i.e., total 
state responsibility) . In instances where the state share is less than 
100%, even though’ it may exceed 50%, the argument is not so clear cut. 



If "local control" may be defined as "the ability of the local 
college administration and board to be responsive to the needs and 
preferences of the local community (consistent with the functions 
normally assigned to Junior Colleges)," then such local control is not 
necessarily a function of the state-local sharing ratio. Indeed, the 
ratio may be irrelevant. For example, under the existing foundation 
method and a "2/3" local share, a local Junior College District board 
may be requested by its constituents to offer a unique, but costly 
instructional program. The program is found to be an appropriate 
function for the district and of sufficient merit as to warrant inclusion 
in the college budget. However, the district is at its statutory maximum 
tax rate(s) and local assessed valuation is such that the new program 
may be funded only by cutting back existing programs or proposing a 
tax override to the electorate. Recent bond and override elections 
in the immediate area have consistently failed. In this example, the 
local board has little flexibility in responding to community request/; 
for educational programs, even though two-thirds of college funding 
is derived from local property taxes. 



Total state support, if accompanied by minimal local board 
control, appears inappropriate in view of the desirability of some 
degree of local control — as defined above. Total state support would 
require some form of central review (presumably by the Eoard or 
Governors of the California Community Colleges) of the budgets for 
individual Junior College Districts, an impractical procedure (see 
Section V). In addition, those community services which are primarily 
local in their orientation may justifiably be funded from local sources. 

The need for equalization of differences in local financial ability 
may be met in part by a uniform statewide property tax levy. If this 
alternative is selected, the state general fund, local property tax 
sharing ratio is only partially pertinent to the equalization question. 
The ratio is still relevant, however, to the equity with respect to 
ability-to-pay criterion. The higher the proportion of general fund 
revenue used to support the Junior Colleges, the less 
(presumably more equitable) will be the incidence of the total Junior 

College cost upon the taxpayers of the state. 

State level funding substantially in excess of the current 32 ^ 

percent average, therefore, seems to be appropriate in order to effec. 
an adequate equalization of funding among districts and to distribute 
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the incidence of Junior College support more proportionately among 
the various income classes within California. The exact state and 
local shares cannot be determined empirically. For example, there 
is no apparent basis for pegging the state share of Junior College 
operating costs at 45%. There is no reason to believe, however,' 
that a state share in excess of 50% of Junior College expenditures 
would reduce the local board role in college decision-making, if the 
board has continuing access to local support. 

Costs to the state general fund for alternative sharing ratios are 
estimated for 1969-70 in Appendix E, Table 6. For example, an increase 
in the state share to 50% would require an estimated $67 million over 
and above the estimated General Fund outlay under current sharing 
policies ($119 million) . 



Conclusions 



A substantial increase in the state share of Junior College 
operating expenditures is consistent with the criteria employed in 
this review. This higher state share may be justified on the basis of 

(1) more equalization of local financial ability among districts and 

(2) deriving the support of Junior Colleges from taxpayers on a more 
equitable basis. There is no apparent basis for pegging the state 
share at 45%, however. State general fund costs of alternative sharing 
ratios are estimated in Appendix E. 



State responsibility for the total operating costs of the Junior 
Colleges is not warranted. In order that the local district board be 
capable of responding to community needs, (the essence of local control), 
such boards must have the ability to support, from local sources, 
supplementary or other programs which may not be recognized in state- 
wide budget considerations. Complete state support would require some 
central review of individual District budgets by the Board of 
Governors of the California Community Colleges, an impractical pro- 
cedure. In addition, community service expenditures are oriented 
primarily to the local district area and may, therefore, justify local 
financial support. 



In order to achieve a greater degree of tax equity and equalization 
of district financial ability, the local share of any expenditures which 
are determined on a systemwide basis should be derived from a common pro 
perty tax levied against assessed valuation throughout tne state. (The 
resolution adopted by the Council does not include the uniform property 
tax as recommended.) 



State support of non— graded instruction should continue, pending a 
complete review of adult and continuing education in ail .‘.evels of secondary 
and higher education, and subsequent determination of the appropriate state, 
local, and private responsibilities for financing such programs. 




III-9 



Tuition charges to out-of-state Junior College students should be 
set to cover the average teaching expense. The charge should be based, 
however, upon costs estimated for the same year for which the charge 
is levied, rather than that teaching expense reported two years earlier 
(the current practice) . 

The Board of Governors of the California Community Colleges should 
review the existing fee structure for non-instructional services in 
the Junior College, with specific reference to the possible desirabilit 
of conforming such fee policies to those recently adopted by the Council 
for the University and State Colleges (see Appendix F) . Appropriate 
note should be taken of the different philosophical and procedural bases 
for student fees in the Junior Colleges. Further, if changes were to 
be made that increased the level of such fees, appropriate fee waiver 
or student financial assistance policies for the economically dis- 
advantaged would be necessary. 






SECTION IV 



FINANCING METHODS 



It has long been recognized that there is substantial variation in 
the financial ability (assessed valuation per student) of individual 
Junior College districts in California. During 1966—67 , for example, 
the "most— wealthy" district reported nearly nine times the xrealth of the 
"least-able district. 

Various methods of equalizing differences in local district financial 
ability were discussed in the 1967 Council study. In keeping with tradi- 
tional concepts of public school financial equalization, the existing 
California state "foundation program" attempts to ameliorate such differ- 
ences in local ability as state funds are allocated to Junior College 
districts. Under the calculations of the foundation program, an individual 
district receives state funds generally according to the following formula. 



"basic aid" 



Total 
State - 
Aid 



Basic aid 
per 

Student 



X 



Number 

of 

Students 



+ 



Foundation 
Amount per X 
Student 



"equalization aid" 



Number 

of 

Students 



Basic 

Aid 



Standard 
Computational 
Tax Rate 



Local \ | 

X Assessed 

Valuation] 



Basic aid per student is specified at $125 and is distributed to all 
districts regardless of local wealth. The foundation amount is $628 fo*. ^ 
non-adults and $510 for adults, as noted in Section II. The computations... tax 
rate is currently $.25 per $100 of assessed valuation for non-adults, 

$.24 for adults. This rate is used purely for calculations and is not to 
be confused with actual property tax rates levied in local districts (see 
Appendices C and E) . The student count is based upon the student s aistrxc- 
of residence rather than the district in whose college he is enrolled. 



The amount of state aid resulting from the foundation program calcula- 
tion is thus determined primarily by the following variables: (1) the 

level of basic aid, (2) the foundation amount, (3) the standard (computa- 
tional) tax rate, (4) number of students and (5) district assessed valuation. 

If the number of students increases more rapidly than assessed 
valuation, there is an increase in the amount of state aid per student. 

The state share , however, may or may not increase depending upon the increase 
in total cost of education per student in the district. If the foundation 
amount is raised and students and assessed valuation increase at equal 
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rates, then the amount of state aid per student increases. The state 
share is again determined by the change in total cost of education, 
however. Such adjustments are discussed in detail in Appendix E. 

The analyses of cross-section data in Appendix C suggest that the 
existing foundation program is not an effective equalization instrument. 
Those financially able, "basic aid' districts who receive only basic aid, 
the minimum in state support, are still able to expend twenty percent more 
per student (with generally similar local tax effort) than are the less 
able "equalization" districts who receive both basic and equalization aid. 
This occurs even though the equalization districts receive twice the 
state aid per student reported for basic aid districts . Similar results 
are found when districts are examined for high and low tax effort, financial 
ability, and expenditure levels. 

Equalization is prevented primarily by (1) the distribution of basic 
aid to all districts, regardless of local financial ability, and (2) a 
foundation amount that is typically substantially below the expenditure 
level of most districts. 

Variation in total expenditure among the colleges is due primarily 
to local financial ability, needs resulting from size variation, and 
the type and extent of curriculum offered. Potential economies in scale 
in Junior College operation (discussed in Appendix D) are seemingly obscured 
due to the fact that larger colleges offer a more expensive range and 
diversity of curriculum than smaller colleges. The small college is able 
to conduct a comparable program only at a greater per student expenditure. 
This higher expenditure is possible only if the district possesses consider- 
able local financial ability; the state aid forthcoming from the foundation 
program appears to be of minor assistance in the effort. Present statutory 
restrictions on the local property tax rates for Junior Colleges also 
appear to restrict the efforts of the ‘less able" district to offer an 
adequate program. The district with a large college or colleges, and 
consequently inherent economies in its scale of operation but relatively 
low local financial ability, is only slightly better off. 

Recent legislation changed the basis for counting Junior College 
students from one of attendance to one of enrollment. This is in line 
with the 1967 Council recommendation (see Appendix A) . 

Application of the foundation amount to students counted according 
to their district of residence (geographical origin) results in a rather 
complex system of tuition contracts to recover revenues. Such arrangements 
would be unnecessary if students were counted on the basis of their dis trie; 
of enrollment. 

The decline over the past 16 years in the real (price adjusted) 
expenditures reported by the Junior Colleges has been noted. Some of tnis 
decline may be attributable to the foundation program. A critical feat.ne 
of the program, the "foundation amount 11 has been adjusted only seven times 
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during the past 15 years. In addition, the foundation amount has genera 
been set significantly below the actual unit expenditure levex reported 
the same year, sometimes by as much as $100 per student (see Appendix ; 
As a consequence, year-to-year fluctuations in expenditure levexs appear 
to depend largely upon changes in local districts' financial ability, 
rather than upon changes in program requirements . There is no explicit 
consideration of the fact that prices (i.e., salaries,* equipment and 
supply costs) have been increasing at an annual rate of 4.6/,. ~ 

much of the change in level of "real' expenditures reported by the syst- 
seems to be the result of unanticipated changes in financial factors, 
rather than explicit decisions regarding the value of programs. 
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A preferable alternative to the above procedure could involve^ annual 
review and adjustment of the budget model (described in Section I ) y 
the Board of Governors of the California Community Colleges, specific 
for price changes and for desired changes in systemwide policy. Such # 
adjustments, estimated by the Board and proposed to the Legislature, couau 

consist of price changes in (1) equipment, supplies and .^^p^ Lade? " 
(2) merit (in-grade) salary adjustments and promotions (between-g: 
and (3) pertinent policy changes, such as adjustments to salary schedul 
changes in systemwide faculty workload or course sectioning policies, 
and/or broad program changes. 



Conclusions 



.acts 



Evidence examined in this section indicates that the existing fmmu 
program" is not effective in equalizing differences in local financial aoi-. 
among Junior College districts. In addition, the instrument has rttaa 
adjusted with sufficient frequency to meet annual cnanges xn the xp 
requirements of the Junior Colleges . 



.01 



Modifications in the foundation program are suggested including (1, 
elimination of the provision for state basic aid, (2) modxficatxon 
foundation amount in favor of a budget model such asthatsugSestedin 
Section II which would be reviewed and revised annually -^student cc 
based upon district of enrollment rather than age or district of 
and (4) elimination of the computational tax in favor of the use - * 

property tax levied throughout the state according to the discussion xn 

Section III. 
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Possible results of the suggested modifications are explored x 
Appendix C and found to be consistent with the criteria in thxs _ . ■> 

The results of the existing foundation program are not consist * 
these same criteria. 






SECTION V 
BUDGET PROCESS 



Previous Council studies have noted that existing fiscal arrange- 
ments for California public Junior Colleges are complex and yield 
information that may only coincidentally allow for explicit cho ces 
among alternative activities. Furthermore, these fiscal arrangements 
are dependent largely upon variables that are beyond the control 
of governing boards and do not appear to be sufficiently stable 
to facilitate long-range planning by individual districts. 

The following criteria have been adopted in this review as a 
framework for analyzing the existing Junior College budget process: 

Criterion 2. Junior College fiscal policies should encourage 
the optimum utilization of available resources. 

Criterion 3. Junior College fiscal policies should afford 
maximum flexibility for educational and operational 
needs at the local level and also reflect broad state 
educational objectives and policies. 

Criterion 4. Junior College fiscal policies should be defined 
as simply and concisely as possible and be sufficiently 
stable to encourage long-range educational planning, al 
implications of proposed changes or adjustments should 
be easily identified. 

While the informational basis for fiscal decisions in Junior 
Colleges may be improved through the introduction of cost accounting 
and program data, the decisions themselves may not be improved due 
to an inappropriate budget schedule. The process of decision- 
making is thus as important as the information which is utilized 
in making the decision. As a consequence, the following analysis 
focuses on the ways in which fiscal decisions are made as well as 
the informational bases upon which these decisions are made. 



Budget Calendar 

The budget cycle in a typical California Junior College district 
begins, during the months of October to December, with estimates of 
academic department expenditure requirements for the fiscal yaar 
commencing the following July. Estimates of anticipated enrollment 
are generally developed and made available at this time by an 
institutional research group within the district . 



During the months of December to February, the division and depart- 
mental budget requests are aggregated and reviewed by the business 
office in conjunction with the college president (or district superin 
tendent). At the same time, approximations of anticipated revenues 
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are developed. Budget proposals are reviewed in light of anticipated 
revenues and meetings held with departmental and division heads during 
March and April to effect such adjustments in the budget as are deemed 
necessary. In either April or May, depending upon the district, a 
preliminary budget is presented to the board by the president (superin- 
tendent) and chief business officer. This is normally an information 
session. 

Budget consideration and decision takes place during the months 
of June, July, and August when the district board adopts three separate 
budgets each of which must be filed, according to Education Code require- 
ments, with the County Superintendent of Schools. These budgets are 
termed, respectively, the ’’tentative," "publication," and "final" ver- 
sions. The major change in this series of presentations occurs when 
adjustments resulting from year-end financial reports are included in 
what is to be the "publication" budget. Otherwise, there are typically 
no major adjustments to the fiscal plan during this period. 

Proposals with respect to the district faculty and non-faculty 
salary structures, are formulated over the same eight month period, 
beginning in October. Typically, salary research and recommendations 
are handled by special salary or bargaining committees which are locally 
organized specifically for this purpose. Salary recommendations and 
proposals may be presented at any time during the spring, frequently 
as late as May in some districts. The impact of the decision with 
respect to district salary structure is significant since salary pay- 
ments constitute 80% of the average college budget. 

Critical information regarding salary expenditures and operating 
revenues becomes available to the local board at a rather late point 
in this procedure. Specific changes in policy which will determine 
the amount of state support are not generally determined in the State 
Legislature until June. The budget officer will usually make the con- 
servative, and frequently correct, assumption that there will be no 
change in the method and level (s) of the state foundation program. 

Final figures for district assessed valuation are not available until 
late in August, generally two weeks after the final budget has been 
adopted.* Thus, the local board adopts a final budget two months after 
the beginning of the fiscal year for which it is to be effective and 
still in the face of uncertain operating revenues. 

Informational Basis 



It was noted in Section II that the public school accounting 
structure currently used by Junior Colleges does not provide local 



lit should be noted that business officers, working with prelimi- 
nary data from county assessors, are often able to predict the level 
of district assessed valuation with considerable accuracy several months 
prior to the time final assessments are released. 
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boards the opportunity of evaluating a district budget in terms of the 
district's objectives nor in terms of the activities carried on to 
accomplish such objectives. Budget review is conducted in the context 
of line item analysis of objects of expenditure. Decisions to cut 
departmental proposals due to inadequate revenue (a frequent occurence) 
must be somewhat arbitrary in the absence of program information. 

There are currently a number of organized efforts aimed at developing 
a program structure of budgeting in the colleges. Previous Council com- 
ment in 1967 urging the implementation of program budgeting in the Junior 
Colleges is still relevant in this connection. 

The untimely receipt of certain critical budget information was 
noted above. It is possible that much of the uncertainty about the 
amount of state participation could be removed somewhat earlier in the 
budget cycle than is currently the case. However, unless district 
salary structures are established earlier and/or local assessments are 
released at an earlier date, there seems little hope or justification 
for a significantly earlier cycle of college budget preparation and 
decision. 

Local Decision-Making 



Besides the informational and timing constraints described above, . 
fiscal decision-making by the local college administration and board 
may be limited by the existing tax structure. Much of the budget dis- 
cretion now available to local authorities lies in the levying of local 
property tax rates. However, during 1966-67 all districts were reported 
to be levying the statutory maximum rate of 35<? for general purposes. 

A board which levies the 35$ but requires additional revenues for 
general purposes has no recourse other than to request a tax override 
from its constituency. The recent decline in the number of successes 
for this type of election (see Appendix E) may be indicative of an ever 
growing preference for some form of local taxation other than the pro- 
perty basis. The override election may be unsuccessful for reasons 
having little or nothing to do with the program proposed to be supported 
by the added tax. The Junior College (and elementary and secondary 
schools) is especially handicapped by such trends since it is one of 
the few local jurisdictions that must subject its revenue needs to such 
direct scrutiny by its constituents. Counties and charter cities may 
establish tax rates for operating requirements at any level and without 
submitting rate increases to a vote of the local electorate. A majority 
of the more-than 3,600 special districts in California have similar 
(unlimited) tax setting authority. Therefore, even though college pro- 
grams may be preferred by local voters over some other uses of the local 
property tax, the existing mechanism does not permit such a choice to 
be made. 

It was noted in Section III that local control (the ability to 
respond to the educational needs and preferences of the local community) 
is severely restricted if districts do not have flexibility in adopting 
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local tax rates to support unique expenditure requirements or local 
programs which do not fall within the scope of statewide budget con- 
siderations. Tax levies established by the local boards would be supple- 
mentary to the uniform property tax levy also discussed in Section III. 

It has been argued that local college boards are not sufficiently 
responsive to their local constituencies as to warrant the tax setting 
responsibility. In this connection, it should be pointed out that the 
vast bulk of public fiscal and general political decision-making is 
subject to the same type of criticism. Membership of local boards may 
be changed by election if fiscal decisions are not those generally 
preferred by local voters . 

Under existing statutes, the statutory maximum tax rates for 
Junior College (and other school) districts are to be removed by 1971. 

Local boards will then have the authority to set local rates at their 
own discretion. This change can result in local boards being much more 
responsible for decisions made regarding either expenditures or revenues • 
The local board may not, under such an arrangement, justify a particular 
budget decision on the basis that the decision is due to a fixed revenue 
level, determined by factors other than board action. 

Systemwide Decision-Making 

The systemwide or state-level review of Junior College fiscal re- 
quirements has historically consisted primarily and simply of including 
the colleges in overall public school support legislation. Typically, 
several different bills are proposed, each reflecting a different interest 
(i.e.. School Boards Association, Junior College Association, Department 
of Finance, State Department of Education, etc.). Legislative consid- 
eration of school support bills is cursory in some respects due to the 
extreme complexity of the existing formula. The state and local sharing 
ratio is never known in advance. Rather, the ratio is the result of 
interaction among several factors , in particular the change in local 
assessed valuation per student . 

There is currently no explicit review of Junior College "fiscal 
needs on a systemwide basis. This contrasts with the budget decision 
process carried on by the University and State Colleges. Proposals from 
these segments, including new programs, price adjustments, changes in 
workload policies, etc., receive explicit consideration from both Execu- 
tive and Legislative branches. The situation of the four-year segments 
is not strictly analogous to that of the Junior Colleges either in 
number, diversity, or general purpose of campuses. However, it is possible 

4 hat the Board of Governors of the California Community Colleges could 
assume a budgetary role similar in many respects to that which the 

Regents and Trustees perform for the University and State Colleges, 

respectively. 

Due to the number and diversity of colleges , the mechanism utilized 
by the Board of Governors must necessarily differ from that used by the 







7-5 



governing boards of the four-year segments. The Board of Governors could 
not, as a practical matter and should not, as a philosophical matter 
engage in review of individual college budget proposals . Rather , the 
total review and analysis could be conducted in terms of a budget model 
similar to that described in Section II and Appendix C. Whatever the 
form of model utilized to analyze and describe systemwide expenditures , 
it would be developed with the appropriate adjustments, in the fall 
(prior to the fiscal year for which it would be effective) and along 
with projected student enrollments be presented in a complete Junior 
College budget "package” to the Department of Finance and the Legislature 
for further consideration. The package should include the following 
pertinent information: (1) model describing expenditures for the system, 

(2) suggested state and local sharing ratio, (3) statewide property tax 
levy estimated to accomplish such a ratio, and (4) proposed changes in 
basic policy and price factors generally applicable to the systemwide 
fiscal picture. 

Conclusions 



There is an indicated need for review and analysis of systemwide 
Junior College expenditures by state- level decision-making authorities. 

Also, there is a need for a more timely consideration of district bud- 
gets by local boards based upon improved information. In effect, the 
financing of Junior Colleges needs to be removed from the public school 
finance framework and treated in a manner similar to the other segments 
of higher education in California. Further, if local boards are to be 
responsive to the educational needs and preferences of the local com- 
munity, the boards must have the flexibility to derive local public 
revenues without statutory restrictions. 

Several specific points are suggested: 

1. Adjustment in the timing of the budget cycles for local dis- 
tricts in order to relate information better to local fiscal decisions. 

2. Continued efforts to implement a program structure for des- 
cribing Junior College budget requirements. 

3. Local board authority to set tax rates (without statutory re- 
strictions) in support of programs that may not fall within the scope 

of state-level participation, but which are consistent with the accepted 
objectives of the Junior Colleges.'*' 

4. Review, analysis, and formulation by the Board of Governors of the 
California Community Colleges of a systemwide Junior College budget proposal 
describing aggregate expenditures in terms of relevant price and policy 
variables. In proposing this systemwide budget to both Executive and 
Legislative branches of state government the Board of Governors would 
suggest a state and local sharing ratio and the necessary uniform 
statewide property tax required to effect this ratio. 
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SECTION VI 



EQUALITY OF OPPORTUNITY 



While total equality of opportunity for Junior College attendance 
is difficult to achieve, the following criterion does provide a yardstick 
for determining the effect that changes in the pattern of financing 
California Public Junior Colleges may have on potential students. 

Criterion 5 . Junior College fiscal policies should afford 
the opportunity for Junior College education to all 
individuals within the state who may profit from such 
education. 

In order to apply this concept to a discussion of Junior College 
financing, it is necessary to identify first the existing inequalities 
of student access and college program. The following examines (1) the 
variation of program among the colleges , and (2) the accessibility of 
the colleges to students with regards both to the location of colleges 
and the socio-economic factors which influence the student in his choice 
of attendance or non-attendance. The question of student access was not 
explicitly considered in the 1967 study. 

The current admissions policy of Junior Colleges in California is. 
explicit with regard to the academic qualifications for enrollment: eitne:. 

high school graduation, or if over eighteen years of age, the capabili».y 
of profiting from the instruction offered. This arrangement is frequently 
referred to as the "open door" policy. In addition. Junior Colleges in 
California are located geographically so that a relatively small number 
of potential students are physically located outside commuting range 
of one or more colleges [9]. Thus, in large measure, the criterion*.... 
of equal opportunity for Junior College education would appear to be 
satisfied. 



Student Access 



There are, however, several problems inherent in the current operation 
of Junior Colleges that should be resolved in order to say, with any degree 
of confidence, that equality of opportunity does exist. First, there 
is the treatment of the individual outside effective commuting range of 
a Junior College. Several alternatives are available in such cases, 
including the placement of additional small college centers , residence 
facilities, and transportation arrangements. 
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The possibility of placement of numerous small college centers 
appears limited, however, by economic considerations. Subject, of course, 
to unique local conditions, there is little doubt that the capital costs 
of two small campuses are greater than similar costs of one large campus 
designed to serve the same student population. Empirical evidence, describna 
in Appendix D, suggests also that operating costs are subject to "increasing 
economies” in the scale of Junior College operation. Decreasing operating 
costs per student in conjunction with increasing college size are evident 
over the entire range of college sizes (500 to 12,000 students) that 
were operating in California during^the 1963—64 and 1966-67 academic years. 
Such economies are particularly significant below approximately 5,000-6,000 
students. 

Examination of expenditures and programs offered in California Junior 
Colleges during 1963-64 (see Appendix D) supports the notion that 
the small college offers a less diverse program, and does s.) at a higher 
cost per student, than does the larger college. 

The criterion for equality of opportunity would not appear to 
be satisfied in the situation where an individual resides near a small 
Junior College but finds that the program he desires is not available 
at that college. This is compounded if he subsequently encounters difficulty 
in attending another Junior College due to the added expense of commuting 
or living away from home or perhaps due either to inter— district attendance 
agreements or the lack thereof. 

Another problem inherent in locating Junior Colleges arises 
from the definition of "commuting range." This range is suggested 
to be "reasonable" if it entails not more than 30 miles or a 45-minute 
driving time equivalent [9] . Such a definition assumes that the indi vidua- 
has access to an automobile, public transportation, or transportation 
provided by the college. This assumption, however, does not hold true 
for a number of college areas. Numerous colleges throughout the state 
are not adequately served by public transportation. Few colleges 
operate their own bus transportation. Consequently, such colleges (many 
of which are situated in urban or suburban locales) are accessible to 
students only by automobile. If the individual does not then have access 
to an automobile, other arrangements, perhaps similar to those chosen 
to acco mmo date individuals residing outside commuting range, must be 
employed if this potential student is to be afforded the same attendance 
opportunity as others not so situated. 

There are isolated instances of such arrangements (Sierra College 
is a prominent example) where residence halls have been established on 
campus and/or bus transportation provided. Off-campus residence arrange- 
ments should also be considered. Notably, the State General Fund does 
not now participate in the transportation efforts of Junior College districts 
unless their colleges serve students who reside more than 90 miles from 
a campus. 
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%) Another factor that may, in many cases, effectively deny equality 

! of Junior College opportunity to the individual are the influences of 

| a socio-economic nature which affect high school performance and the 

motivation to continue education beyond high school. While any graduate 
[ of a California high school or 18 year-old deemed capable of profiting 

from the instruction may enroll in a Junior College, many who are 
l qualified by these standards do not enroll. Many, of course, discontinue 

i their education during high school. Recent Council research indicates 

there is an attrition rate of approximately 18% among California students 
during the last two years of high school. Martyn has pointed out that 
in certain areas where there are high concentrations of disadvantaged 
students, as many as 66% of high school students drop-out between 9th 
and 12th grades [3], While considerations relating to high school educa- 
tion are beyond the scope of a review of Junior College finance, 
knowledge of the factors related to high school performance and the 
post-graduation choice to continue education is obligatory if Junior 
Colleges are to effectively formulate and budget for information, 
recruitment, counseling, guidance, and student financial assistance 
programs. 

Utilizing findings of a Council survey of 1967 California high school 
seniors, the following aspects of the access problem may be examined: 

(1) factors which influence a student in the process of becoming eligible 
to attend a particular type of higher education institution, (2) factors 
related to the decision to continue education beyond high school, (3) 
the type of institution preferred by the individuals who do continue, 
and (4) the reasons for student employment while in attendance. 

Detailed findings are contained in Appendix G. In summary, high 
school scholastic performance and the consequent determination of 
"eligibility" for a particular type of institution related largely 
to the student' s motivation and to racial and other family characterist ics 
such as parent's education and occupational levels, but showed little 
relationship to family financial ability. Once admission eligibility 
is determined, however, the "college-going" choice by the individual who 
is eligible to enroll only .at a Junior College relates primarily to 
the financial capability of the family and upon career motivation , 
less so upon the other family characteristics noted above. In contrast, 
the college-going decision by the student eligible to attend a four-year 
institution seems less dependent upon family finances and more dependent 
upon motivation and general family characteristics. The extent of work 
planned by students during attendance, particularly by those enrolling 
at a Junior College, is highly related to the family's financial ability. 

These results suggest that lack of finances, as well as other factors, 
therefore, do prevent a number of students from enrolling at Junior 
Colleges, and further, that financial constraints must certainly slow 
progress toward completion and perhaps lower persistence rates for 
individuals who do enroll at Junior Colleges. From these and other 
research findings noted in Appendix G, the need for financial assistance 
programs for students in the "cost— free, open-door" California Junior 
Colleges appears evident, especially if the equal opportunity criterion 
is to be at all satisfied. 
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Gross financial need for Junior College students for 1966-67 (based 
upon standards developed by the College Scholarship Service) was estimated 
at nearly $15 million in a recent Council study [6]. This is, of course, 
an approximation. It is known, for example, that families in lower income 
brackets contribute more toward the college education of their children 
then the CSS standard anticipates. The estimate is also biased downward, 
however, to the extent that it does not put a value on the family earnings 
that may be foregone when one or more children attend college. Findings in 
Appendix G also suggest that the sample from which this estimate was taken 
was characterized by a higher income distribution than is actually the 
case among all Junior College students. 

Financial assistance available to students in the Junior Colleges 
during 1966-67 was estimated at $7.3 million [6]. This aid was distributed 
as follows: scholarships and grants 10.9%, loans 9.2%, and work 79.9%. 

These estimates, received from 69 Junior Colleges, do not include off-campus 
employment that may have been secured by individual students on their 
own initiative. Notably, the bulk of financial aid was in the form of 
work; with significantly less available for grants and loans, particularly 
when compared with the four-year institutions in California. 

A program of 1,000 state supported opportunity grants, to be 
devoted primarily to Junior College students, has been authorized and 
will become operational in 1969-70. At the same time, however, the Federal 
Educational Opportunity Grant program is being significantly reduced. 

Most districts have participated in the federal EOG program. Numerous 
districts have encountered difficulty, however, in deriving sufficient 
local funds to match all the EOG grants that were available to them 
under the program. 

The above estimates, along with the findings noted from Appendix G, 
clearly suggest the need for increased financial assistance programs in 
the Junior College system, particularly in the form of grants and loans. 

The open-door admissions policy, on-going emphasis in programs of re- 
mediation and counseling, and frequent physical locations of campuses 
put the Junior Colleges in a particularly advantageous position to 
serve those individuals from disadvantaged social and economic backgrounds 
who quite often were "low achievers" during high school. 

Variation among the student constituencies of Junior Colleges appears 
to be extreme. Some colleges draw from largely urban, "ghetto" surroundings 
while other colleges are located in rural or suburban areas and serve 
students from "higher" socio-economic backgrounds. This would suggest 
that state level participation in student financial aids be directed to- 
ward programs initiated and administered by the districts and colleges 
to provide for the unique requirements of disadvantaged students in 
their respective locals. State financial participation should, therefore, 
be provided for programs proposed by districts, rather than in the form 
of aid to individual students. For effective administration, the Board 
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of Governors could develop broad guidelines to which such financial aid 
programs would generally conform. 

In order to provide for local participation, it also appears 
that existing legal restrictions upon the ability of Junior Colleges to 
(1) grant scholarships to students (without services rendered in return) 
and (2) match federal grants and loans to students from local public 
funds need to be amended. The "fifty-percent" expenditure requirement 
that at least one-half of the Junior College district budget be devoted 
to teacher’s salaries should also be amended or eliminated. Bot ^ 

provisions limit the flexibility of colleges in developing student-oriencea 
programs that are non-classroom in nature and doubtless hinder efforts by 
local boards to obtain the "best" use of their available funds. 



Program Variation 

The equality of opportunity criterion may be examined in the slight. *.y 
different context of a fourth factor that comes into play after the s uen 
has enrolled. This factor may be measured by variations in the nature 
of instructional and other services provided students at different 
colleges in the system. 



There is some doubt that the individual entering a small Junior 
College that offers 30 subject fields of instruction has the same oppo? .un.'.. ./ 
as the individual who enters the large college and is faced with 
different subject fields from which to choose his program. Data examin 
in Appendix D indicate that not only do the larger Junior Colleges 
offer a greater number of different subject fields, but within these subject 
fields they (large colleges) offer a more diverse selection of courses. 

It also appears that the transfer student is afforded in either the small 
or large Junior College, a sufficient variety of "survey and other 
basic courses as to accomplish his objective of moving to a “° ur ' y 
institution after two years of Junior College work. The terminal - > 

on the other hand, may find that offerings in certain technical-vocati.. a 
subjects are limited or unavailable in the small college. 

The findings are less conclusive, but do suggest that another 
characteristic of small college operation (in contrast to the 1 arger coxl-.g 
may be the inability to offer certain supplementary courses in the liberal 
arts designed to "broaden" the general education of the student. Larger 
Junior Colleges reported offering approximately three times the 
of different courses per student field in the liberal arts than 

small Junior Colleges. 

Variation in program among Junior Colleges depends upon 
factors in addition to size of institution, not the least of which are 
the program preferences of the local constituency. Other indices of prog-du. 
variation involve quantitative measurement of the instructional program . 

The 1967 Council study indicated that the instructional program 
Tim-1 nr Colleee svstem (as measured by indices of class size, facul y 
workload^ ant^f acuity sSaries) was comparable to the lower division program 




in the State College system. All indices, however, varied substantially 
among the 71 Junior College campuses examined. 

Variation in the type of program among colleges is not at all 
inappropriate. There is no apparent reason why all Junior Colleges 
ought to offer equivalent curricula. Within the broad objectives of the 
two-year program, the individual college normally presents the program 
most appropriate to its local constituency. And, the nature of these 
constituencies varies substantially among colleges. 

As noted in Section II, no cost information is readily available 
on the important functions of guidance, counseling, and remedial 
instruction. Many students, disadvantaged in academic ability as well 
as in the socio-economic sense, require remedial instruction and/or 
guidance and counseling in amounts somewhat greater than students not 
similarly situated if equal opportunity is to be a reality. Findings 
of recent research have questioned the effectiveness of many such 
programs that have been conducted in the colleges [1,10]. Without 
accurate cost information, however, such assessment may possibly mean 
that these programs were insufficiently funded to accomplish objectives 
that are inevitably high cost. Remedial instruction and guidance 
that in some instances must approach a "one to one” tutorial situation 
to be effective, are indicative of such high cost programs. If the guidance 
and counseling objectives are accepted (and they are consistent with the 
equal opportunity criterion) , insufficient funding and program failure 
represents an inefficient use of funds available to the Junior Colleges. 



Conclusions 



To provide equality of opportunity it is necessary to insure that 
geographic and socio-economic factors do not prevent potential students 
from attending the Junior Colleges. Findings indicate that to accomplish 
such objectives requires investment in programs of financial aid for the 
economically disadvantaged, transportation or residence assistance for 
those who may be geographically disadvantaged, and remediation and guidance 
for the academically and socially disadvantaged. 

At the same time, it would appear desirable to avoid the establish- 
ment of numerous small Junior College campuses in the development of 
additional capacity to accommodate future enrollment increases, (A general 
policy of this nature would, of course, be subject to exceptions for 
unique local conditions such as restricted sites or construction constraints * 
Evidence indicates that such small campus centers require greater capital 
investment per student than do larger colleges and can offer programs 
comparable to the larger colleges only with much higher operating expendi- 
tures per student. 
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Expenditure variations which may arise in those districts with ^ 
higher-than-average «£•» , ot 

s^^aas variables describing those 
costs ’fortutorial instruction , remediation , counse ing and gui ance 
which may be considerably higher in some districts than in ot - . 

Such information is not currently available and should be included as 
integral part of any program budget structure that may be devel p 

Financial assistance programs for the economically d iaad^ n “® ed 
who may attend a Junior College need to be increased in number and 
amount / These programs should be initiated and administered y ^ 
local districts with the consultation and c ° nc “'j r ®" C ® rovlded ln the 
Governors. State financial participation b * “ “ 

form of support for specific programs proposed by districts. For 

effective administration, the Board of Governors should develop 
broad guidelines to which such financial aid programs would general ly 

conform. 

To provide for local participation in financial aid P^rams , 

Junior College districts should have the legal ^ h °^ ^ t dents and 
oublic funds for matching federal grants and loans ^students a 

(2) to grant s hoiarships and o the r f ^ nan ^^ aid p 1 “ ld y Ud th e statute 
not require a set .ice to be rendered in return. tha ’ t otal current 

setting teacher salary costs at not less than 5 /> , t0 

expense of education should be repealed or otherwise modifie 
provide districts the flexibility to conduct student-oriented service^ 

of a non-classroom nature. 
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APPENDIX A 



I. EXISTING COORDINATING COUNCIL POLICY WITH RESPECT 
TO THE FINANCING OF CALIFORNIA PUBLIC JUNIOR COLLEGES 



The following resolutions were adopted by the Coordinating 
Council for Higher Education after review of the 1967 study 
on Financing California Public. Junior Colleges. These 
resolutions represent existing Council policy with respect 
to college finance. The resolution related to Financing of 
Current Operations was adopted on March 28, 1967. 



Resolution on Financing Junior College Current Operations 

WHEREAS, The Council directed its staff to study the financing 
of Junior Colleges, including possible revision of 
the present system as well as new methods; and 

WHEREAS, The Council staff has conducted a year-long study of 
the best possible method of financing California’s 
Junior Colleges; and 

WHEREAS, The Council believes that an essential ingredient to 
the continued growth and development of the Junior 
Colleges is the provision of adequate financial support: 
now, therefore, be it 



RESOLVED, That the Coordinating Council for Higher Education 

advises the Governor, the Legislature, and the State 
Board of Education that the following means of pro- 
viding financial support to the Junior Colleges is 
preferable . 



1. A financial measure of the cost per student unit 
of an adequate educational program should be 
established. This measure, to be known as the 
"Program Amount," should be reflective of the 
actual costs of the educational program and 
should be adjusted annually on the basis of changes 
in price-related and policy-related cost factors. 

2. Two "Program Amounts" should be est ablished--one 
for Junior College districts with less than 1,000 
units of average daily attendance (or the equivalent 
size in the student measure used) and one for all 
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other districts. (The Program Amounts should be 
established and adjusted as described in Chapter V 
of the Council staff report entitled, "Financing 
Calif ornia* s Public Junior Colleges, Part I — 

Current Operations," and should be based upon the 
"current expense of education" as defined in the 
Junior College Accounting Manual , and should include 
the expense of graded classes) . 

3. A student measure based upon a course class hour 
of enrollment, rather than attendance, should be 
established as the measurement of the educational 
workload. This measure (the Weekly Student Class 
Hour) should not distinguish whether students are 
residents in the district, full-time or part- 
time, or of any particular age. 



4. A division between the state and the local district 
of the Program Amount should be developed, with 
the state’s share based upon equalization and the 
local share upon a statewide computational property 
tax rate levied against an adjusted district 
assessed valuation; provided that the State Board 
should estimate and recommend to the Governor and 
the Legislature the statewide funding required to 
establish the state's share in the fiscal year 
1967-68 as 35% of the total, increasing such share 
by an additional 5% in each succeeding fiscal year 
until the state's share reaches 45%. 



5. All districts wishing, or needing, to operate at 
a level beyond the Program Amount should have the 
following two options: 

A. The district could obtain the desired increase 
through district voter approval of an operation- 
al tax. 

B. The district could obtain the desired increase 
by making a request of the State Board of Edu- 
cation and if this request were approved the 
additional amount would be shared between the 
state and the local district. 

6. Full-time out-of-state students should pay a 
tuition equal to the Program Amount and part-time 
out-of-state students should pay a tuition amount 
prorated according to the number of units for which 
the student is enrolled. (Districts could exempt. 



RESOLVED, 



RESOLVED, 
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non-residents who are both citizens and residents 
of a foreign country or are military personnel or 
dependents of military personnel.) 

7. Students attending non-graded classes are not to 
be counted in determining the state share. Local 
district may charge tuition to cover the full 
cost of non-graded classes. 

8. Fees may be charged and retained by the local 
district’s governing board to cover the cost of 
student parking and health services; and be it 
further 

That : 

1. The account classification system used by the 
Junior Colleges should be revised to correspond 
with that generally used in institutions of 
higher education and to separately account the 
elements of each program. 

2. The calendar for the preparation of local college 
budgets should be revised in order to permit 
local boards to review and approve these budgets 
approximately nine months prior to commencement 
of the budget year. 

3. The statute limiting teacher salary costs to not 
less than 50% of the total current expense of 
education should be repealed; and be it further 

That the State Board of Education, with the advice of 

representatives of Junior College districts local 

boards, should initiate the following actions in order 

to implement program budgeting in the Junior Colleges: 

1. Formulate broad state educational objectives to be 
reflected in the state-local fiscal relationships. 

2. Ascertain information that measures and explains 
program activity and performance for each program 
element. 

3. Stimulate automation of cost and performance 
information systems. 

4. Stimulate establishment and adequate staffing of j 

institutional research and analytical studies 

offices at the local and state level. j 

I 

5. Institute a system of long-range program planning | 

including all cost implications of present ana | 

planned changes in program performance. 1 



II. CRITERIA AND RELATED FINDINGS OF 1967 STUDY OF THE 
FINANCING OF CALIFORNIA PUBLIC JUNIOR COLLEGES 



Criterion 1. THE STATE-LOCAL FISCAL RELATIONSHIP SHOULD AFFORD ALL 

ELIGIBLE INDIVIDUALS WITHIN THE STATE AN EQUAL 
OPPORTUNITY FOR JUNIOR COLLEGE EDUCATION. 

Findings Related to the Provisions of Existing Educat ional__Prograiir .i 

1. Class size, average faculty salary and laboratory 
emphasis were the mo«t significant factors in determining 
variations in Junior College instructional costs. Neither: 
program emphasis nor faculty contact hourload were signi- 
ficant. There were no apparent economies-of-scale . 

2. District size was not a significant cost factor over 
1,000 a.d.a. Although below 1,000 a.d.a. unit costs 
averaged approximately $200 higher per a.d.a. 

3. Faculty salaries vary significantly between districts, 
but higher salaries are paid in the larger districts, 
though not necessarily according to local ability 
(assessed valuation per a.d.a.). 

4. Multi-college districts tended to have relatively 

lower administrative costs than single-college districts. 

5. No relationship could be discovered between the cost of 
educating defined adults and the differential costs of 
non-graded (vs. graded) instruction and/or adult 
education . 

6; Enrollment, rather than attendance, is an appropriate 
student measure; and the contact hour, rather than 
credit hour, is the most accurate unit for developing 
average Junior College costs. 

7. Instructional characteristics (class size, faculty load, 
faculty salary) for Junior Colleges during the Fall of 
1963 were comparable to similar measures for lower 
division in the State Colleges and the University. 

8. The real level of Junior College unit expenditure (price 
changes eliminated) for 1964-65 was slightly below that 
level reported in 1954-55. However, real unit expen- 
ditures during the intervening years, especially 
1959-60, appear to have been much higher. 



9. Projection of the 1963-64 real level of instructional 
program and expenditure (including price increases) 
results in an average unit cost of $678 per a.d.a. (or 
$38.80 per weekly student contact hour) for 1967-68. 
Average costs for districts below 1,000 a.d.a. would be 
approximately $950 per a.d.a. 

10. Changes in the "foundation amount" since 1951-52 have 
provided for price increases, but not for program 
increases . 

Criterion 2. REVENUE TO SUPPORT THE STATE-LOCAL RELATIONSHIP 

SHOULD BE EXACTED EQUITABLY FROM THOSE CONTRIBUTORS 
INVOLVED: BASED PRIMARILY UPON (1) ABILITY-TO-PAY 
(AS BETWEEN DISTRICTS AND AS BETWEEN INCOME CLASSES) 
AND, (2) TO THE EXTENT APPROPRIATE , BENEFITS RECEIVED. 

Findings on Sources of Support 

11. Although fees for defined adults are permitted by law, 
only one-third of the Junior Colleges charged such fees 
during 1964-55; average charges were less than one-half 
the cost of instruction. 

12. Tuition charges to out-of-state students are based upon 
actual costs previously recorded and may be as much as 
5% below current costs of instruction. 

13. Only ten of 71 districts charge the permissive health 
service and parking fees. Such a fee may not exceed $10. 

14. The combined tax burden of those taxes which support the 
Junior Colleges is regressive throughout almost the 
entire range of annual incomes below $15,000. 

15. There is marked variation in the local financial ability 
of Junior College districts when measured by assessed 
valuation per a.d.a. In 1964-65, the wealthiest district 
had approximately 10 tiroes the ability of the poorest 
district . 

16. There was no significant relationship between the tax 
basis (assessed valuation per a.d.a.) and the source 
from which taxes were paid (personal income per capita) 
in Junior College districts during 1964-65. 

17. There is wide variation in the ratio of population to 
students in Junior College districts. Total property 
tax rates for local services are unequal between urban 
and rural Junior College district areas. 
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18. During 1964-65, taxpayers in Junior College districts 
paid an average property tax of 52c per $100 of assessed 
valuation for all college purposes. Tax rates varied 
from a low of 25C to a high of 97C. 

19. Of the total average district levy for 1964-65, 32c was 
required to support the current expense of education. 

By contrast, taxpayers in non-district areas were levied 
a rate of only lie for the same purpose. 

20. The state foundation program generally provides more 
aid to the less wealthy districts. The provision of 
basic aid, however, tends to detract from the purpose 
of equalization. 

21. The total state share of the current expense of education 
for the Junior Colleges increased from 27% in 1962 — 63 

to 32% in 1964-65. 

22. In the Fall of 1963, the less-able districts with an 
average tax rate of 44c> paid lower faculty salaries, 
ha^ larger class sizes, and lower overall faculty time, 
than did the more-able districts with a tax rate of 37C. 



23. During 1964-65, the more-able districts with a tax rate 
of 42c spent $766 per a.d.a. while the less-able 
districts levied 43c, but were able to spend only $579 
per a.d.a. 



Criterion 3. THE STATE-LOCAL FISCAL RELATIONSHIP SHOULD '.ASSURE TH7i 

OPTIMUM ‘UTILIZATION OF AVAILABLE RESOURCES. 

Criterion 4. THE STATE-LOCAL FISCAL RELATIONSHIP SHOULD AFFORD 

MAXIMUM FLEXIBILITY FOR EDUCATIONAL AND OPERATIONAL 
NEEDS AT THE LOCAL LEVEL AND ALSO REFLECT BROAD 
STATE EDUCATIONAL OBJECTIVES AND POLICIES. 



Criterion 5. THE STATE-LOCAL FISCAL RELATIONSHIP SHOULD BE 

DEFINED AS SIMPLY AND CONCISELY AS POSSIBLE AND 
BE SUFFICIENTLY STABLE TO ENCOURAGE LONG-RANGE 
EDUCATIONAL PLANNING: ALL IMPLICATIONS OF PROPOSED 
CHANGES OR ADJUSTMENTS SHOULD BE EASILY IDENTIFIABLE . 



Findings of Optimum Resource Allocation 

24. The most significant program cost centers in the Junior 
Colleges are’ not separately accounted and reported and 
thus no information is available as to how available 
resources are utilized by the institutional programs 
and program elements. 
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25. The account structure used in the Junior Colleges differs 
markedly from that used by the University, the State 
Colleges, and institutions of higher education in 
general, thus making cost analyses involving the three 
segments difficult. 

26. Although the conduct of institutional studies has been 

expanded the present budgetary process fails to encom- 
pass certain essential elements including: (1) an 

explicit definition of program objectives; (2) the 
collection of information which measures program activity 
and performance in achieving program objectives: and (3) 
the analysis of costs and benefits of alternate courses 
of action in achieving program objectives. 



27. The length of the annual budget preparation cycle in 
the Junior Colleges is approximately ten months and 

; culminates in governing board approval after the budget 
year has already commended. This cyc3.e precludes the 
compilation of statewide financial figures in time to 
provide the Governor or Legislature x*ith a basis for 
determining an adequate state contribution. 

28. Current statutes limiting teacher salary costs to not 
less than 50% of the total current expense of education 
unduly restrict the flexibility of the governing board 
to allocate funds. 
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APPENDIX C 



CROSS SECTION ANALYSIS OF 
JUNIOR COLLEGE EXPENDITURE DATA 



The following series of analyses utilize data for the years 1963-64 
and 1966-67. 1 Variation in the levels of expenditure per student exhibited 
by different districts is the principal topic. Three multiple regression 
analyses are examined, each of which utilizes expenditures per student as 
the dependent variable. Eight independent variables are specified to e 
characteristic of the relevant financial and program factors that influence 
expenditure levels. Data for both years are run (1) for all independent 
variables, (2) for the program variables only, and (3) for the financial 
variables only. Finally, a budget model is explored for possible use .in 
estimating expenditure allocations for the Junior College system. 

The specific form of the analysis is as follows: 

Y = aXp X®, X*. X®, xj-, X|, X*, X* 

where , 

Y *= Expenditures per student 

PROGRAM VARIABLES 

» Average college size in the district 
X£ - Average faculty salary in district 
X 3 * Proportion of curriculum in technical-vocational 
instruction 

X^ « Student: faculty ratio 

FINANCIAL VARIABLES 
X 5 * Assessed valuation/students 
X 5 58 Local district tax rate 
Xy * State aid/student 

Xg a* Proportion of instruction in day-graded courses 



a, b, c, d, e, f, g, h, i are constants. This function is readily 
converted to logarithms and is then fitted by the usual linear regression 
techniques . 



The results for each of the two years are generally consistent (see 
Table C-l) . The best prediction is obtained when all eight independent 
variables are included in equation (1). For both years, 66 percent of 
expenditure variation is statistically "explained by an equation of this 
form. As a group, the program variables (equation (2) 'exhibit aslig y 
greater relationship to the dependent expenditure variable than do the 
financial variables (equation (3) ). 



Ljhe data are derived from reports issued by the California State 
Department of Education. 
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Average college size is significantly and negatively related to ^ 
unit expenditure in the 1963-64 data, less so in the 1966-67 analysis. 

In the latter case, a significant and negative coefficient for student: 
faculty ratio suggests that this variable may carry some of the effect 
otherwise attributable to size. The two variables (size and "ratio") are 
significantly correlated (r s .449) on one another (see Table C— 2). 

Table C-l 



ANALYSIS OF VARIABLES 
RELATED TO TOTAL EXPENDITURES PER STUDENT 



(1) ALL VARIABLES: 



Vbrioblo 



Y - ax\, xf, X$, X|, X|, Xg, X’J, xg 
i?a 

degression 



1966- 67 Bata 

^ 1 ^ota "" ' 



(oxpondi turo/ sludont ) 
(colllogo 3izo) 



Y 

X 1 - . 

Xg (average faculty salary) 

Xj (curriculum typo) 

X 4 (studontsfrcul ratio) 

Xg (assessed tfion/ADA.) 

Xg (local district tax rato) 
X ? (state aid/ADA) 

Xq (proportion of instruction 
in day-graded jjIqbb) 



1963 -64 Date, 
jttogroBBion 



Iboia 



Coofficiont Coofficiont 



1,6509 

-.0200 


(constant) 

-.100 


-.1441 

-.0930 


(const£ 

—460 


•3383 


.178 


.8937 


.417 


-•0287 


-.075 


.2039 


.240 


-.4262 


-.501 


-.0747 


-.144 


.2037 


.475 


•1391 


.298 


.0592 


.063 


.0193 


.200 


.0522 


•110 


-.1736 


-.356 


-.0373 


-.026 


-•2710 


-.154 



Standard Error of Es time to =» 
Coofficiont of Do tormina tion » 



•0439 

•656 



•0611 

•663 



(2) PROGRAM VARIABLES: 


Y «aXi, X§, 

-1966. 


xf, x| 

.67 Dotta 


1963. 


,G4 Dntn , 




Variablo 


itagroBsion 

Coofficiont 


“ Eot'd 

Cnrffielont 


Rogrossion 

Coofficiont 


Coofficiont- 


Y 


(oxpondi turo/studont ) 


2.0173 


(constant) j 


-.2840 


(constant) 
- 7' ! 5ft 


X 1 


(collogo sizo) 


-•0419 


-.210 


-#1490 


«•# f uw 

.437 

.150 

—097 


x 2 


(avorego faculty selary) 


•4469 


,236 


.9376 


x 3 


(curriculum typo) 


-.0167 


-•044 


•1276 


M 


(studontsfrculty ratio) 


-.5405 


—635 


-.0502 



Standard Error of Estimate - *0510 

Coofficiont of Determination a *535 



.434 



- 

Variable SBEK. cJgSort 


Coofficiont Coefficient^ 


Y (oxpondi turo/studont) 1.6064 (constant) 

X 5 (assossed valuation/ ADA ) .3801 .886 

Xg (local district tax rato) .0624 #067 

X 7 (state aid/ ADA.) .1915 ,403 


2.4900 (constant), 

.2583 .553 

.0446 *046 

-.1199 -.246 



Coefficient of Determination s 



•0548 

•462 



.427 



The regression coefficient measures the average number of units 
increase or decrease in the dependent variable which occur with each 
increase of . a specified unit in the independent variable. (TChe. equations 
in Table C-I are measured in logarithms.) Since each independent variable 
is specified in different units, the beta coefficient is employed to allow 
comparison of the relative importance of each variable. A positive beta 
coefficient indicates that the dependent variable increase?? the inde- 
pendent variable increases ( 01 . both variables decrease together). Conversely ? 
a negative beta coefficient indicates that increases in the dependent vari- 
able are associated with decreases in the independent variable. In simple 
correlation (only two variables) the value of the beta coefficient is the 
same as that of the correlation coefficient (r) . 
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The average faculty salary paid in a district was signif- 
icantly related to the expenditure level during 1963-64 but in a 
positive way. The variable specifying curriculum type (proportion, 
of instruction in technical-vocational curriculum) does not appear 
to be as significantly related to district unit expenditures as its 
inherent high cost might suggests A variable specifying the (higher-.-*, 
cost) proportion of day-graded instruction is not significantly 
related to unit expenditures. Such results may be due in part to effects 
of multicolinearity among the independent variables (see again Table B-2) 
and/or imprecise specification of the two variables (X^ and Xg). 

Local financial ability (assessed valuation per student) is a signifi 
cant and positive determinant of expenditure variation in both years. The 
local district tax rate has little apparent effect, however. 

Table C-2 



CORRELATION COEFFICIENTS FOR 1966-67 DATA 





Y 


; X 1 


x 2 . 


x 3 


x 4 


. X 5 


x 6 , 


X 7 


*B J 


Y 


1.000 


-.380 


.140 


-.128 


-.653 


.670 


.192 


-.104 


.067 


x i 




1.000 


.428 


! .101 


.449 


-.294 


-.001 ; 


-.115 


.066 ; 


x 2 ' 






1.000 

) 

* 


-.076 

i 


.142 


.054 


-.113 


-.275 
)■„ ■■■ — 


.016 


x 3 








1.000 


-.027 


-.047 


.010 


.090 | 


.062 


x 4 










1.000 


-.324 


-.151 


-.112 


-.603 

— t 


x 5 










• 


1.000 


-.043 ] 


-.656 


-.053 


x 6 








1 






1.000 


-.163 


m 

CM 

r 

1 


x 7 | 
















1.000 


.044 



x 8 ; 










i 


f 






1.000 

. ...j 



State support (through the Foundation Program) is seemingly ineffective 
as an equalization instrument. If it truly equalized, it would presumably 
be unrelated to expenditure level variation among the districts. Such is 
not the case, however, for the 1963-64 data. The amount of state aid is 
negatively related to the dependent variable, during 1963-64, i.e., those 
districts receiving greater amounts of state aid, are characterized by lower 
unit expenditures. A reverse, but significant, relationship is indicated 
for 1966-67. 
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The foundation program calculation, described in Section HX, results 
in the following financing patterns for three hypothetical districts: 



3 



District A District B District C 



Average Daily Attendance (A.D.A.) 

Assessed Valuation 

Assessed Valuation Per Ai.B.A. 

Foundation Program Per A.D.A. 
District Aid (A/V x 25$) Per A.D.A. 
State Basic Aid Per A.D.A. 

State Equalization Aid Per A.D.A. 



2,000 2,000 2,000 

$100,000,000 $300,000,000 $500,000,000 
50,000 150,000 250,000 

628 628 628 

125 375 625 

125 125 125 



378 128 



Employment of a 25$ local tax rate, along with existing levels of state 
support, results in $628 per student being available for districts A 
and B. In contrast, district C has $750 available from similar sources 
even though it receives only "basic" state aid. Further, such available 
funding may have little to do with the actual level of expenditures per 
student which a district requires or feels that it requires. For example, 
the average systemwide expenditure per student during 1968-69 are estimated 
at $777 (see Appendix E>. To achieve such an expenditure level would 
require tax rates of 55$ for district A, 35$ for district B, and 26$ 
for district C. 

The variations in local financial ability (assessed valuation per 
student) in the above example are not unrealistic. During 1966-67, local 
ability ranged from $46,000 per student in the "least able" district to 
$389,000 per student In the "most able" district. 

Specific examples of the impact on districts of the state foundation 
program are. presented in Table C— 3. The financially "able districts 
which receive only state basic aid expended $133 more per student during 
1966-67 than did the less able "equalization" districts. The primary 
reason for this expenditure differential appears to be the factor of local 
financial ability. Another comparison examines districts falling in the 
first quartile (bottom one-fourth of districts) and fourth quartile (top 
one-fourth) according to financial ability (see also Table C-3) . The 
"high ability" districts expended $130 per student more than the similar 
unit expenditure reported by "low ability" districts. This was accomplished, 
with no greater tax effort and with only $149 per student in state aid 
as compared to $303 per student in state aid received .by the average low 
ability district. 

Greater tax effort does appear to result in a somewhat higher expendi- 
ture level. This comparison, however, is distorted by the inclusion, 
among the "high effort" quartile, of two districts that expended more than 
$1,000 per student due in part to costs of special programs. In any case, 
high tax effort does not appear to be the consequence of low financial 
ability. Given the statutory maximum tax rate for general purposes, 
there is little the local board may effectively do in order to compensate 
for a low district assessment. 
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Table 03 

CAPARISON OF 01 STRICT FINANCIAL VARIABLES 
ACCORDING TO ABILITY, TAX EFFORT, EXPENDITURE LEVEL, AND 
"STATE A 10 " TYPE, 1 966-67 





ABILITY 


EFFORT 


COST 


AID TYPE 


First 

Quartlle 


Fourth 
Quarti le 


First 
Quarti le 


Fourth 

Quartlle 


First 
Quarti le 


Fourth 
Quarti le 


Basic 


Equalization 


Number of Districts 


16 


16 


13 


13 


16 


16 


11 


54 


Average Oistrlct ADA 


4,837 


3,436 


3,778 


3,878 


4,451 


3,564 


3,706 


4,085 


: J . C. Tax Rate 


,46 1 


.466 


.401 


. 634 ' 


.471 


.503 


.469 


.449 


1 Assessed Valuatlon/ADA 


$07,488 


§ 235,924 


§ 168,986 


§ 166 , 476 , 


§112,949 


209,496 


§263,907 


§ 131,122 


Total Current Expense/ADA 


$682 


§815 


§708 


§809 1 


§589 


§897 


§822 


§689 


Administration/ADA 


26 


33 


34 


36 


29 


51 


55 


31 


Instruction 

Maintenance 4 Operation 


505 


397 


339 


570 


490 


640 


604 


531 


of Plant 

Capital Outlay Expense 
Capital Outlay/ADA 
Community Services as 


71 

110,242 

28 


I 06 
333 s 130 
200 


93 

193,676 

49 


81 

432„820 

178 


117 

344,779 

70 


110 

388,485 

143 


117 

241,932 

149 


81 

296,332 

72 


Percent of Total 


3.5# 


7.# 


2 . 6 # 


2.9# 


3.6 # 


5.6# 


4 . 5 # 


3.2# 


State Aid as Percent of 


















Cost 


*452 


.198 


«304 


•28# 


.410 


.217 


.150 


.380 


Total State Aid per ADA 
(Equalization Aid/ADA) 


$303 

178 


§149 

24 


§202 

77 


§212 

87 


§244 

123 


§192 

63 


§123 
- 2 


§250 

125 






Expenditures for the function of instruction are significantly related 
to local financial ability (r » .310), less related local tax effort and 
not at all related to either district organization (see Table C-4) or the 
amount of state aid received by the district. Unit expenditures for general 

tt ™ i ® t ^ ation are evea m °re significantly related to local financial ability,. 
Unified districts report the lowest unit administrative expenditure, some 
of which is due apparently to their large average size of operation. Adminis- 
trative costs per student do not depend upon local tax rates, however. 
Expenditures for plant maintenance appear to exhibit all of the same relation- 
ships as are true for administrate on c Unit costs for administration, 
instruction and plant maintenance are significantly and negatively related 
to college size (see Appendix D). 

Budget Model 



r n 6 foll °Y lnS examineb a possible budget model for estimating Junior 
College expenditure levels. Any model of this type should be simple, but at 

sensitive to the Important determinants of expenditure varia- 

8 th ® colleges . With such a model, the Board of Governors could, 

™V y8te ™ ide " eedS as Wel1 as establish a basis for estima- 

G-neril d p,mrf U ^a COl ^ Se expenditure levels to be supported from the State 
twneral Fund and unxform property tax levies# 



The existing foundation program 
describe the geographical origin and 
amount is distinguished only by size 



calculation includes distinctions which 
age of students, and the foundation 
of college below 1,000 A.D.A. and age 
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COMPARISON OF EXPENDITURES, ABILITY AND TAX RATES 
BY TYPE OF DISTRICT ORGANIZATION, 1966-67 





SEPARATE 


DISTRICTS 


Unified 

Districts 


Multi-college 

Districts 


Single College 
Districts 


Number of Districts 


7 


51 


7 


Number of Colleges 


18 


51 


8 


Total ADA 


$118,441 


$172,271 


$48,273 


Average College Size 


(6,580) 


(3,380) 


(6,040) 


Administration 








(per ADA) 


$27 


$39 


$22 


(percent) 


3.8% 


5.0% 


3.7% 


Instruction/ADA 


$554 


$541 


$550 


(percent) 


77.8% 


75.7% 


80.1% 


Health Services /ADA 


$3 


$2 


$3 


(percent) 


0.5% 


0.3% 


0.5% 


Transportation/ ADA 


$5 


$8 


$ • 18 


(percent) 


0.6% 


0.9% 


0 • O/o 


Maintenance and 








Operation of Plant/ADA 


$75 


$91 


$63 


(percent) 


11.2% 


12.5% 


10 • 6% 


Fixed Charges /ADA 


$56 


$46 


$32 


(percent) 


7.2% 


6.5% 


5 . 3% 


Total Current Expense 


$712 


$715 


$687 


Capital Outlay/ADA 


$64 


$61 


$8 


Financial Ability 


$148,625 


$155,846 


$100,752 


Tax Effort 


.475 


.489 


— 


Average Salary 


$10,639 


$10,685 


$10,860 


ADA/FTE 


34.9 


36.2 


37.6 


State Aid/Cost 


.38 


.33 


.39 


State Aid /ADA 


$213 


$225 


$256 


Equalization Aid/ADA 


$ 88 


$102 


$131. 



of students. Obviously, these are not the factors which cause variation 
in college expenditures . 



Expenditures are primarily a function of the number of students enrolled: 
to recognize this, the model should be described in terms of expenditures 
per student equivalent enrolled. Other important variables are 



1. Average size of college (s) in the district 

2. Type of curriculum (the proportion of total 

enrollment that is reported in the technical- 
vocational curriculum) 

3. Emphasis on guidance and counseling 

4. Emphasis on remediation and tutorial instruction 
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As shown in the analysis of scale (Appendix D) it is significantly 
more expensive for the small college (than it is for large colleges) to 
conduct a program of given breadth. The average college size in a 
district should, therefore, be considered. That college conducting a 
relatively large number of vocational programs will be inherently more 
expensive than the college which offers instruction primarily in the 
social sciences and humanities. A third factor which may cause signifi- 
cant variation in expenditures is the relative effort put forth by the 
individual district for guidance and counseling. This activity is recog- 
nized as one of the major functions of the Junior College. As noted, 
however, costs for this function are included within the total cost of 
education and are not separable under existing accounting procedures. 

Factor four would describe the proportion of instruction that is devoted 
to highly expensive programs of remediation and tutorial instruction. 

No data are available describing the cost of such instruction. Some portion 
of the difference in student: faculty ratios between districts may be 
attributable to different emphases upon such instruction, however. 

Equation (2) of Table Ol provides an approximate empirical test of 
the above model. Variables describing college size, type of curriculum 
and student: faculty ratio provide approximate indexes for all of the 
factors in the model except guidance and counseling. Recent research 
(see CCHE study #67-15, Appendix B) indicates that faculty workload policies 
are generally similar among different districts. The faculty: student ratio, 
therefore, reflects primarily average class size which, in turn, reflects 
the size of college, predominant type of curriculum offered, and course 
sectioning policies. This equation is found to possess significant pre- 
dictive power, "explaining” approximately one-half of expenditure variation 
among districts for both years examined. 

Note that the inclusion of certain other variables such as local 
district financial ability would improve the predictive powers of the 
model (see equation (1) , Table C-l) . This suggests that variations in 
district financial ability have, in the past, been a significant cause of 
variations in district expenditure levels. It does not suggest, however, 
that financial ability should be a significant determinant of expenditure 
levels. The concept of equalization among districts is t3 render such 
variations in Local financial ability insignificant. Therefore, certain 
variables which may have been significant predictors of expenditures in 
the past are not appropriate for inclusion in the model. 

The differences between actual district expenditures and those 
estimated by the model for 1966-67 are shown in Table 05. As expected 
by the nature of the statistical procedure, some (31) districts actually 
expended much more than the model would have provided while (34) others 
expended less. The differences are due in some cases to unique or uncommon 
programs which may be emphasized in particular districts and exhibit an 
extreme cost level. In other cases, districts may simply be more economical 
than the average district (due perhaps to larger than average class sizes) 
or expend more, than the average due. to greater financial ability. 
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A model of the type examined here could include annual adjustments 
for systemwide price and policy changes by adjusting the constant term 
of the regression equation* Such adjustments, estimated by the Board of 
Governors and proposed to the Legislature, would consist of price changes 
in (1) equipment, supplies, and operating expenses; (2) merit (in grade) 
salary adjustments and promotions (between grade) ; and (3) pertinent 
policy changes, such as adjustments to salary schedules, changes in faculty 
workload or course sectioning policies, and/or broad program changes* 

The implications of a uniform statewide tax are also shown in Table 
C-5. To derive the local property tax share reported for the system 
during 1966-67 would have required a statewide property tax of approximately 
$.35 per $100 of assessed valuation. This figure is assumed to be levied 
in all districts. For those 31 districts which reported higher actual 
expenditures than those estimated by the model, the additional local property 
tax levies needed to derive the difference were calculated. The resulting 
calculated property tax levies (see column 4) show considerably less 
variation between districts than was the case for actual taxes levied during 
1966-67: 



Actual Tax Rates ^ 



Average $ . 4540 

Standard Deviation *1078 

High Rate .8500 

Low Rate . 3500 



Calculated Tax Rates (using budget model, uniform 

statewide tax) 

\ 

$ .3763 
.0399 

t 

.5540 
.3500 

The above budget model and taxing technique require substantial refine- 
ment before being totally acceptable for practical application. The general 
method, however, is consistent with the criteria established for this 
study and provides results which appear preferable to those experienced ;j 

from the existing foundation program method. i 

I 

I 

t 

I 

■^The rates include taxes for all purposes other than community services | 

and bond interest and principle redemption. ( 




Average 

Standard Deviation 

High Rate 
Low Rate 
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( 1 ) 



ACTUAL 
EXPENDITURES 
(per student) 



$ 675 

714 
681 
622 



624 

569 

1,050 

797 

750 

665 

628 

744 

705 

682 

638 

738 

647 
674 
668 
756 

694 
615 
774 
701 
614 
585 
698 

695 
604 
618 
667 
655 
581 
654 

648 
691 

707 
621 
576 

708 
814 

697 
737 
720 
556 

1,046 

713 

677 
682 
858 
765 

1,163 

678 

1,020 

544 

923 

708 

1,001 

599 

602 

571 

1,159 

639 

547 

698 
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Table C-5 



APPLICATION OF BUDGET MODEL AND UNIFORM TAX LEVY 
10 ACTUAL JUNIOR COLLEGE EXPENDITURES 
1966-67 



( 2 ) 



CALCULATED 
EXPENDITURES 
(per student) 



$ 



639 

683 
634 
678 
680 
571 
823 
753 

730 
638 
720 
657 
621 
690 
736 
718 
571 

731 
655 
688 

684 
660 
683 
711 
657 
620 
643 

732 
595 
548 
683 
673 
598 
699 

706 
702 
689 
622 
602 

707 
756 
749 
844 
758 
669 
774 
675 
776 
798 
760 
721 
983 
809 
886 
734 
807 
714 
866 
717 
556 
548 

1,023 

803 

571 

828 



i(3) ( - ) aa 



(4) 



DIFFERENCE 
(per student) 



CALCULATED DISTRICT TAX RATE 
($100 of Assessed Valuation) 



$ -36 
-31 
-57 
+56 
+56 
+ 2 
-227 
-44 
-20 
-27 
+92 
-87 
-84 
+ 8 
+98 
-20 
-76 
+57 
-13 
-68 
-10 
+45 
-91 
+10 
+43 
+35 
-55 
+37 
+ 9 
-70 
+16 
+18 
+17 
+45 
+58 
+11 
-18 
+ 1 
+26 
- 1 
-58 
+52 
+107 
+38 
+113 
-272 
-38 
+99 
+116 
—98 
-44 
-180 
+131 
-134 
+180 
-116 
+ 6 
-135 
+118 
-46 
-23 
-136 
+164 
+24 
+130 



.369 



.381 

«471 



.350 

.350 

.350 

.554 

.382 

.364 

.379 

.350 

.435 

.448 

.350 

.350 

.376 

.421 

.350 

.361 

.388 

.363 

.350 

.428 

.350 

.350 

.350 

.385 

.350 

.350 

.424 

.350 

.350 

.350 

.350 

.350 « 



.350 

.370 

.350 

.350 

.351 

.394 

.350 

.350 

.350 

.350 

.473 

.373 

.350 

.350 

.398 

.380 

.405 

.350 

.408 

.350 

.414 

.350 

.421 

.350 

.406 

.384 

.454 

.350 

.350 

.350 
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APPENDIX D 



THE CONSIDERATION OF SCALE IN JUNIOR COLLEGE OPERATION 



| Virtually all aspects of the Junior College instructional program, 

{ including both classroom teaching and indirect support such as class- 

I room maintenance and capital costs appear to be subject to increasing 

I economies in the scale of operation; i.e., unit costs of the program 

decrease as size (enrollment) increases. Empirical proof of this propo- 
sition is rather difficult to accumulate, however, for in order to say 
| anything about decreasing unit costs, it must be assumed that the quality 

and diversity of instruction offered at all colleges examined are equivalen . 
regardless of college size. If small institutions can operate economically 
only by limiting their curriculum (to less than that offered at larger 
f institutions) , then it may be concluded that economies-of-scale in larger 

operations do in fact exist. However, if this is the practice among the 
r smaller colleges , empirical examination of unit costs will not reveal 

such economies since the programs of the various ly-si zed colleges are 
■ not comparable. The following discussion, therefore, includes the topic 

of the range and diversity of curriculum (program) as well as the more 
obvious considerations of operating and capital costs. 



Range of Program 

There is evidence that the smaller Junior Colleges do not offer 
the same diversity or range of courses as do the larger of the Junior 
Colleges.-*' Not only do the larger Junior Colleges offer a greater number 
of different subject fields, but within these subject fields they offer 
a more diverse me^.u of courses Using fall 1963 data for California 
Junior Colleges, the number of subject fields correlated positively 
(and significantly) with college size (r=.760) while a measure of courses ^ 
per subject field also correlated significantly with college size (r®*. 

lln this analysis, the terms "range" and "diversity" are generally 
defined by the number of courses and different subject fields offered by 

the college. ' , __ . 

^The "subject fields" used here are based upon the Standard Classi- 
fication of Subject Fields and Services used in the 1965, California Publ ic 
Higher Education Cost and Statistical Analysis, . Examples of different 
subject fields in the Social Sciences: 

3200 Economics } 

3300 Geography ( 

3400 History 1 

3500 Political Science S 

^The measure is actually course credit hours per subject field; f 

however, the average number of credit hours per course should not j 

vary sufficiently among colleges as to distort the use of this measure j 

as an index of the number of courses . J 
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Table D~1 indicates the magnitude of the differences in instructional 
program by size of college* ’’Large'* and "small" colleges are defined 
as those falling in the fourth and first quartiles, respectively, of 
a sample of 71 California Junior Colleges distributed according to size 
for fall 1963. The large colleges held nearly five times the number of 
courses, on the average, that the small colleges reported* Note also 
that the large colleges offered an average of 54 subject fields of 
instruction while the small colleges averaged only 33 such fields* 



Table D-l 

RELATIONSHIPS OF COLLEGE SIZE AND INSTRUCTIONAL PROGRAM, 
CALIFORNIA JUNIOR COLLEGES, FALL 1963 

Large Small 

Colleges Systemwide Colleges 
(unweighted averages) 



TOTAL CURRICULUM 



Number of subject fields 


53.6 


43.2 


32.7 


Number of course credit 








hours 


1221.0 


686.9 


276.9 


Course credit hours per 








subject field 


22.5 


14.9 


8.6 


LIBERAL ARTS 








Number of subject fields 


23.5 


22.1 


21.0 


Number of course credit 








hours 


566.7 


338.8 


166. 7 


Course credit hours 








per subject field 


24.1 


15.3 


7.9 


TRADE-TECHNICAL AND BUSINESS 








Number of subject fields 


30.1 


21.1 


11.7 


Number of course credit 








hours 


654.3 


348.1 


110.2 


Course credit hours per 








subject field 


21.9 


15.1 


9.9 


SOURCE: CCHE, Cost and Statistical 


Study, 1965. 







There is no apparent reason why all Junior Colleges ought to 
offer equivalent curricula. However, the student attending the 
larger Junior College does have a larger number of courses from 
which to develop his schedule than does his couftterpatt attending ‘.a 
small Junior College. 



The data indicate there was only minor variation in the number of 
"liberal arts" (other than "business" and "trade- technical ) corses 
among all colleges. The small colleges offered only two less liberal 
arts subject fields, on the average, than did the large colleges, 
contrast, large colleges offered nearly three times the number of subject 
fields in trade- technical instruction as did the small colleges, 
data thus suggest that the transfer .uident is probably afforded, in 
either the small or large Junior College, a sufficient variety o ® 

"survey" courses as to accomplish his objective of moving o y 

institution after two years of Junior College work. The terminal student 
on the other hand, may find that offerings in certain technical-vocational 
subjects are limited or unavailable in the small college. 

Another characteristic of the small college operation may be that 
certain supplementary courses in liberal arts subjects designe 0 
"broaden" the general education of the student, are not ° f * are f* * here 

is no firm evidence to support this supposition, a ^°“ 8 ^ J*® 'Its sub- 
college did offer 24 course credit hours in each of the lib“ £ 
lect fields (probably more than seven courses in each field) while th 
small colleges reported an average of 7.9 course credit hours or 

than three courses per subject field. Thus, while al J ° 8 , , 

most if not all, of the basic liberal arts, it is evident that the small 
colleges offer fewer courses per subject field than do the large co eges. 

Obviously, no inferences may be drawn from this data regarding (1) 
the quality of what is taught or (2) the number of subject fields or 
courses that ought to be taught in any Junior College or da P ar *” e “ 
within a Junior College. Such judgments are beyond the scope of tl s 
analysis. What is demonstrated, however, is the existence, at the larg. 
college, of either an ability or combined desire and ability to offe 
a greater range of courses than is the case in the small co ^®8e. I 
this phenomenon took place as a result of higher unit expenditures, the 
case for scale economies would be ambiguous. But, as shown by the cost 
data, large colleges offer simultaneously a more extensive curriculum 
at generally lower cost than do the small colleges. In tact, ttwas 
found that during the fall 1963, the number of subject fields °«®ted 
increased ? the cost per student decreased; i.e., a negative correlation 
( r = _ 539 , Only if such low cost operations were achieved by inordinately 
larae class sizes (too little sectioning) or unreasonably large faculty 
teachingloads , etc., could such (operations) be considered as represents- 

tive of "false economies." 



Costs 

As noted above, the analysis of scale economies includes both 
operating and capital considerations. Capita l cos^s __ are ^pecially 
important if the major question is whether a district should operate 

with one or several college campuses. 






J 

J 
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The costs of master planning , land acquisition, site development, 
and basic utilities are added when a new campus is initiated and 
would not be incurred to any appreciable extent if the capacity of an 
existing campus was expanded. Such expenditures are significant. Land 
costs currently vary from about $10,000 per acre for rural sites to 
$100,000 per acre in urban areas. New Junior College campuses, with 
few exceptions, are being planned to encompass not less than 100 acres. 

Thus, even the rural Junior College campus generally requires in excess 
of $1 million in land acquisition costs alone. 

There are, in addition, certain physical facilities which would 
serve for a single campus of, say, 10,000 students but which would, 
of necessity, be duplicated if the same group of students were split 
between two campuses. Such buildings as the gymnasium, theatre and audi- 
torium, student center, and the corporation yard are only partially sized 
as a function of student enrollment and normally exist in some form 
on a campus regardless of its enrollment. 

The amount of space per student in the library facility also 
appears to be a declining function of student enrollment. The book 
collection and facility required for its housing do not increase in 
proportion to the increase in students. This is due primarily to the 
need for a core collection to serve the basic curriculum regardless of 
the number of students on hand. 

More fac ul ty office area and supporting facilities would be 
required in the "two, small campus?" situation than in the "one, large 
campus" situation due to, simply, the larger student: faculty ratio in 

the latter situation as explained below. 

Other than the above, most facilities will be sized to accommodate 
anticipated enrollments and are added at a rate proportionate to the 
growth rate of enrollment. 1 Unfortunately, no adequate data are available 
which would permit empirical examination of the relationship between 
capital costs and size in the Junior Colleges. 

The ratio of students to faculty is of major importance in comparisons 
of Junior College op er citing costs since faculty salaries constitute more 
than 55% of total operating outlays and since determination of the sup- 
porting clerical, technical, and administrative staff is based in large 
part upon the number of faculty. A large "ratio" is usually associated 
with a low cost (per student) program while a small ratio results in 
high costs per student. The"ratio" itself is a function of the type and 



lAs a general rule in the four-year segments, larger campuses 
operate with less capacity relative to enrollment than do the small 
campuses. This phenomenon appears to be related more to the factor 
of building lead times than to any inherent scale economies in facilities 
utilization, however. 
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extent of course work undertaken by the student, average class size, and 
the units of work expected of faculty iii classroom teaching as follows: 

S/T ® f (s,c,w) 

where, S * total number of students 
T • total number of faculty 
s ■ units of course work taken per student 
c = average class size 

w « units of course work taught per faculty; and 

f g ^0, f c >0, and The student: faculty ratio varies (1) inversely 

with the amount of course work taken by each student and (2) directly 
with the average class size and faculty classroom teaching load. 

The number of course units taken per student is generally similar in 
all colleges and invariant with respect to college size. Faculty teaching 
workload is normally a policy determination of the local college governing 
board and would not appear to be related, in any logical way, to college 
size. Recent research indicates that faculty workload policies are generally 
comparable among all Junior College districts (see Council study #67-15, 
Appendix B) . The third variable, average class size, is largely a function 
of (1) the total number of students enrolled, (2) course and sectioning 
poxicies, (3) the type and method of instruction (i.e,, graduate labs and 
seminars generally contain fewer students than do lower division lectures) , 
and in some instances the physical sizes of lecture rooms and laboratories. 
Assuming that generally similar course and sectioning policies and instruc- 
tional methods exist among the Junior Colleges, the crucial relationship 
is that between average class size and the total number of students enrolled. 
Empirical evidence for California Junior Colleges during the fall 1963 
indicates that this relationship is positive and significant. For a sample 
of 71 colleges, mean class size and total college size demonstrated a 
relatively high, positive correlation (r * .654).* Notably, this relation- 
ship occurs even though the number of courses per subject field is much 
larger in large, as opposed to small, colleges (a factor which tends to 
reduce average class size). If this relationship holds true generally, 
larger colleges should be characterized by high student: faculty ratios 
(S/T) and exhibit low costs per student. 

In addition to direct teaching costs, there are certain, essentially 
indivisible, functions of general administration, library, student services, 
and plant maintenance that do not increase proportionately with enrollment 
increases. For example, a college normally employs only one president, 
one head librarian, one dean of students, etc., regardless of the size of 
the student enrollment. Numerous other activities in these areas. are related 
only partially to enrollment. Such relationships are amply demonstrated 
by 1966-67 expenditure data for California Junior College districts. Cost 
per student for general administration correlated negatively and significantly 
(r * -.517) with college size. The cost per student for plant maintenance 
and operation demonstrated a similar correlation with college size (r • -.469). 



^Unless otherwise indicated, the following analyses are based upon data 
derived from reports issued by the California State Department of Education. 



Thus, it is expected that, other things being equal, 1 total 
operating costs per student will decrease as size increases, though 
not necessarily without limit. This relationship of cost and size 
is shown graphically in Figure D-l where y (unit cost) is a negative 
function of x (college size) between x®0 and x^x* . The larger 
institution (A) is less expensive per student than the smaller 
institution (B). 



Figure D-l 

THEORETICAL RELATIONSHIP OF SIZE 
AND COST IN JUNIOR COLLEGE OPERATION 




x ° Size of institution. 



There may be a size, x*, where average costs reach a minimum. Beyond 
this size, additional sections of numerous courses must be added as initial 
sections become too large and certain administrative and supporting units 
must be duplicated to maintain appropriate control over the operations . 

The function f(x) may, therefore, be positive for x>x*. N °t e » however , 
that the following analysis of cost and size relationships indicated t a 
none of the existing California Junior Colleges are operating in the size 
range of increasing dis-economies (x>x*). The largest college examined 
enrolled nearly 12,000 in average daily attendance (ADA) during 196b-o /. 
results of the analysis are such as to indicate that there are increasing 
economies of scale over the range of from zero to 12,000 ADA and that, 
while the size of minimum average cost (x*) is not determined, it would 
appear to be at a point greater than 12,000 ADA. The distribution of 
district costs suggests that the size-cost relationship is most pronounced 
over the range from zero to approximately 5,000-6,000 students. This 
finding is consistent with the shape of the theoretical cost function in 
Figure p-1. 



The 



\t should be again emphasized that a rather important variable, the 
quality of instruction that is carried on, is assumed constant throughout 
this analysis. 



I 






Empirical examination of the economies-of-scale proposition is 
difficult since "other things" are seldom, if ever, equal in 
practice. The breadth of curriculum factor has already been noted. 

If, for example, the larger Junior Colleges pay higher salaries and 
demand fewer classroom teaching hours of their faculty than do the 
smaller colleges, the cost data are distorted even further. Another 
variable, district financial ability (as measured in assessed valua- 
tion per student), is known to be positively correlated with unit 
costs (r = .786 for 1963-64 and r=» .670 for 1966-67). As noted 
elsewhere in this paper, district organization has significant implica- 
tions for expenditures for certain functions. Tkese factors, and others 
that may be present but unaccounted for, will tend to distort any scale- 
economies that would otherwise be demonstrated, especially if such factors 
are significantly related to college size. 

Examination of the data for California Junior College size and unit 
expenditure relationships during 1963-64 reveals a distribution 
that is generally curvilinear. A function of the following form is 
therefore employed: 

Y - b X m 

or taking logarithms : 

log Y ■ log b + m log X 



where. 



Y =* district expenditures per unit of average daily 
attendance , 

X e the average college size in each district, and 
where b and m are constants. 



The constants are computed by the method of least squares using 
data for 48 separate Junior College districts. The result is v 



log Y 



3.3746 - 
(0.0574) 



.1769 log X, 
(.0224)* 



: 2 = .572 



(The standard errors of estimate are shown in parentheses.) Thus, even 
in the face of the disturbing factors mentioned above, significant scale 
economies in operating costs are evident for 1963-64. 



lTo confirm the superiority of the logarithmic function over one 
composed of natural numbers, a regression using the form Y ■ b + mX 
was applied to the same data with the following results : 



Y * 710.9513 

(131.8088) 



0.0280 X, 
(0.0081) 



.205 



^Significantly less than zero using t # qq 5 in a one-tailed ter>t. 









